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3 Executive Summary

This paper has been prepared as background for the DfID CLEAR team to assist in the writing of an updated policy note and country-guidance on Country Led Approaches (CLA). It provides a synthesis of recent reviews of the CLA combined with evidence drawn from interviews with staff from a cross-section of DfID country offices.

The principles underlying the CLA still hold. A review of experience shows that it is now even more critical to understand and adapt them to the context in which they are being implemented. This presents donors with the challenge of managing global and corporate priorities while allowing flexibility at the country level. The challenge is greatest in ‘difficult partnership’ situations, where notions of leadership and state authority may themselves be contested, as in post-conflict and/or failing states. A key implication is that the CLA is not an all or nothing approach and that it important for a donor to pursue a mix of policies in order to adapt to country context. 

It is clear from the recent reviews, as indeed it was at the outset of the Poverty Reduction Strategy (PRS) process in the late 1990s, that the CLA is a long term process and it will take significant periods of time before sustainable results are seen. Evidence suggests that country leadership does not necessarily emerge quickly. Where donors have imposed policies or reforms on countries, the results have been poor and it takes time for country level institutions to take up the reins of leadership. Where policies and reforms have emerged from national processes and demands, the evidence is much more positive. More evidence about the importance of national politics is now emerging. 

Broadly, the evidence indicates that ownership the Ministry of Finance (MoF) or Ministry of Planning (MoP) is strongest and, though little direct evidence appears to have been generated, the implication is that ownership weakens as one moves to sector ministries and local government, or to non-PRS priority areas. Government capacity for ownership is as important as the extent to which it claims ownership. The more recent evidence suggests that the PRS process is increasing this capacity. 

The evidence about ownership by government is positive, but the impact of this and the effect of domestic political imperatives, is less so. Government ownership can’t be divorced from the ownership by broader society, particularly opposition political groups, because the impact of the electoral cycle on sustainability is so important. Here the picture is less positive. This theme of political imperatives and domestic electoral cycles trumping Poverty Reduction Strategy Paper (PRSP) priorities is one that appears time and again in the more recent reviews and highlights weaknesses in building policy processes that commit partners to policy priorities over the medium term. 

It is clear though that the PRS process has engaged a wider range of actors than ever before in a dialogue about the national development strategy, but that this participation has been broad rather than deep and there are a number of important areas of policy where participation has been particularly weak. In addition, participation has been confined on the whole to the formulation of the strategy and not to other aspects of the implementation cycle. Unpacking the data about participation also indicates that key groups of poor people have not participated in the PRS process. Early evidence about the role of parliaments in the process was poor, but the most recent findings appear to indicate that there is much more engagement of this critical domestic accountability mechanism. Finally, the most recent evidence indicates that civil society engagement is not enough to generate the vital political engagement necessary to ensure political commitment through electoral cycles. 

Overall the evidence about the impact of the CLA on state effectiveness is generally positive, though it indicates a number of areas of weakness. At its broadest level the PRS approach offers a framework which can provide the basis for building effective states. It is helping to build the capacity for analysing national dimensions of poverty which is necessary for effective pro-poor planning. Progress is very slow though, particularly given that the links between poverty and growth were not always made with the earlier PRSPs; though this situation appears to be changing with the newer generation PRSPs. 

The evidence concerning the impact of the PRS process on the production of a realistic national development plan appears less positive. There are better linkages between central government and sector ministries, though this is patchy. Poor linkages persist between PRSP priorities and growth. Underlying this though is some evidence that the process is helping to strengthen the core systems necessary for the development of realistic development plans in the future. While countries have made great strides in identifying indicators to track progress, these have often not been realistic and there continues to remain limited capacity for data collection and analysis. Despite this, some progress in data production is being seen. Though the PRS process has helped identify capacity constraints within the government, there appears little concerted effort across governments to develop plans to build this capacity.

In terms of pro-poor spending and their potential to promote poverty reduction, the content of PRSPs is more comprehensive than plans produced prior to the approach, but weaknesses remain in terms of content as well as prioritisation. Few PRSPs link their actions to their own poverty diagnoses. Water related issues may be highlighted in the poverty diagnosis, but the PRSP not contain any actions in relation to those issues. There are also problems with the way trade offs are made within the plans. 

The Paris Declaration (PD), and its focus on more effective aid, is an important expression of the country-led approach and the first attempt to develop indicators for both sides of the development relationship (OECD/DAC, 2005). In general, the evidence finds that, despite patchy progress, the Declaration is increasingly being used by countries to manage their aid flows and the aid relationship. The evidence indicates that policy alignment is difficult, particularly given that most country strategies are poorly prioritised. Yet it is clear also that there are positive feedback loops and there is progress in a number of areas. The move from policy based conditionality to conditionality based on progress towards implementation of the national development strategy is proving of value to recipient governments. As a result they appear more willing to engage in more open-ended dialogue structures with donors. The evidence on harmonisation suggests some areas of strongly improving trends and some areas of slower progress. Donors are showing progress in some areas such as joint working and increased use of programme based approaches, but the harmonisation of procedures is generally proving more difficult. Harmonisation, as with other aspects of the CLA agenda, requires a big commitment in terms of staff time and capacity. There has been slow progress in relation to the development of mutual accountability mechanisms, but there are some positive signs that more movement in this area will be seen in the next couple of years. 

Despite the methodological challenges in developing a sound understanding of the impact of the CLA on poverty reduction, the evidence suggests that the PRS process is having an important impact on macroeconomic stability. It suggests that there is an improvement in the broad poverty focus of national strategic plans. Tentative evidence suggests that while spending has increased in priority PRSP areas, most do not prioritise actions effectively and the targeting of priority groups is patchy at best. In those countries where the PRS process is most established, it is now possible to see a positive impact in terms of output, if not outcome. 

The CLA requires donors to re-examine the skills mix of their staff, particularly the staff skills, capacity and time needed. Sector knowledge will still be vital, but this must be augmented by more political, communication and networking skills if the gains from the approach are to be realised to their maximum extent. 

The contribution of the PRS process to the development of states focused on poverty reduction has been shown to be closely conditioned by, amongst other things, the starting capacity of the public sector, relations between the donors and the government and relations within the donor community itself. It has been of least value in those countries where there is weak government capacity or where the donors dominate the relationship. 

Overall it appears that there are a number of important changes taking place at the intermediate level within countries which have demonstrated real commitment to developing leadership and a pro-poor national development strategy. These changes suggest that the CLA should be built on and further strengthened; in the long term it can be expected to impact on poverty and the attainment of the Millennium Development Goals (MDGs). 

3.1 Summary of Recommendations

1. The CLA is not a tool or a modality; it is a broad approach which must be adapted to the country context. But, it is also not an all or nothing approach. A mix of instruments and approaches can be used depending on the context. Some of these will contribute directly to the CLA, others will be used in order to promote priorities in areas where DfID feels that the government is not doing enough to achieve results. 
2. The CLA cannot be imposed; stepping back and allowing space to the government to develop its own priorities is more likely to be effective in producing sustainable results. This will require a long term investment by both donors and governments because, given the history of the aid relationship, genuine leadership will need time and space to emerge. 
3. DfID needs to continue its focus on building the capacity of core government systems. This will help provide the strategic centre which should help to enable planning across government to occur. 

4. The most recent reviews emphasise the need to maintain the effort already put into the approach and ensure that work being carried out to deliver results in particular sectors is complementary to work to strengthen central government as well as to the CLA itself. 
5. Building government capacity to collect and use M&E data more effectively is important. 

6. Work by DfID to enable governments to strategically plan capacity building where demand is evident would be helpful. 

7. The move away from policy conditionality imposed from outside towards a more contractual approach based on the national development strategy is a positive step, as is the more recent move to multi-year funding frameworks. These moves must be maintained and strengthened.

8. Two lessons emerge from the review with relevance to working in challenging environments: 

a. Firstly, DfID cannot be tied rigidly to the principles which underlie the CLA; 

b. Secondly, the best DfID can do is work with other donors to help to create the conditions for broader political ownership of a pro-poor development agenda to emerge by working strategically and stepping back to create space as and when necessary. 

9. DfID needs to consider carefully how it approaches work to increase participation because it is a blunt tool. By concentrating its efforts on building participation around key, focused decisions, DfID is more likely to maximise the impact of its interventions. 

10. DfID must promote the principle of closer donor working without imposing a particular solution across all offices.

11. DfID must provide more reliable information about in-year and between-year financial commitments to recipient governments. 

12. Distinguishing between transaction benefits and costs will be a critical element of the CLA as it progresses. 

13. DfID should support the trends of increasing parliamentary engagement with the PRS process and civil society engagement in monitoring both aid flows and budgets. 

14. Where possible donors must try to create the enabling conditions for a mutual accountability mechanism to emerge, but then they must step back, create space for the government and wait. 

15. DfID will need to develop a more explicit recognition of what skills and experience staff members from different backgrounds bring to the organisation. 

4 Introduction 

DfID’s CLEAR Team is preparing an updated policy note and country guidance on country-led approaches (CLAs). This paper is intended to contribute to these notes by providing a synthesis of recent reviews of the CLA combined with evidence drawn from interviews with staff from a cross-section of Department for International Development (DfID) country offices: Ghana, Vietnam, Yemen, Nepal and Uganda.

The policy note and guidance are being prepared within the context of a number of recent developments which are having an impact, both positive and negative, on the CLA. The first development is the current effort to scale-up UK Official Development Assistance (ODA) following commitments at the 2005 G8. This has the potential to create significant pressure to increase aid flows at the cost of the CLA. Allied to this are the associated political commitments to targets in specific areas particularly health, education, water and sanitation, and social protection. These are creating pressures to demonstrate rapid development results in critical sectors. Finally, the PD commits DfID to making progress in a range of areas that are expected to support the CLA, but contain their own tensions and challenges. 

The policy and guidance notes which are being prepared aim to help address the operational challenges DfID faces in reconciling and maintaining progress towards these commitments. 

Section 5 provides a brief history and review of the rationale underlying the CLA. Section 6 draws on the latest reviews of PRSPs and the PRS/CLA process to identify the extent to which the CLA is having an impact in the areas of: country ownership of policies and reforms; building effective and responsive states for poverty reduction; aid effectiveness and the aid relationship; and on poverty reduction. The evidence is presented in this section under those four headings. Section 7 reviews current DfID policy and guidance on the CLA before briefly describing the main tools and modalities in use by country offices. The main findings from the interviews with country staff are then synthesised to pull out the main findings and lessons (annex 10 contains longer summaries from each set of interviews). Section 8 is the final section and provides a summary of the findings along with key recommendations for DfID. 

5 A brief review of the history and rationale of the CLA

5.1 History of the CLA 

Box 1 - The CLA is a long term process
Right from its inception it was acknowledged that the CLA would take a considerable length of time before sustainable results were observed. It is instructive to look therefore at two of the countries which have taken part in the CLA for the longest; Tanzania and Uganda. Both demonstrate that progress is possible, but that progress will require decades, not years. 

Tanzania’s first PRSP focused narrowly on macroeconomic policy and social investments in a few key sectors only. As it was implemented, this strategy was broadened. Over time the issue of growth was built into the strategy and by the time of its third annual progress report to the World Bank, it had a mid-term development programme which covered a much broader range of sectors and was linked to mid-term goals. 

The process of building a mutual accountability mechanism for Tanzania began in the mid-1990s as the relationship between the donors and government began to break down. Over ten years on, while the country has a functioning mechanism in the form of an Independent Monitoring Group, both donors and the government still face a number of issues in their relationship which will require considerable sustained effort on both sides to solve. 

Uganda’s PFM reforms began in 1992, and while significant progress has been seen, it still requires assistance from donors in the areas of budget coordination and capacity building. 

The country-led approach emerged in the late 1990s in response to increased evidence that earlier approaches to development assistance had failed to achieve significant breakthroughs for poverty reduction, especially in Africa (HIPC Review, 1999). Conventional approaches to aid and debt relief conditionality which focused on specific policies were failing to leverage critical changes and had not led to more effective use of resources by recipient governments. Traditional instruments such as parallel projects appeared to be exacerbating the very problems of weak national capacity and systems which they had been designed to address. Refocusing development assistance on policies and programmes which benefited from greater national ownership was thought likely to improve both the effectiveness of aid and the sustainability of poverty reduction efforts. 

Implicit in the new approach was a move away from conditionality focused on paper policies and towards conditions centred on an effective policy process instead (Foster et al., 1999). This recognised that poverty reduction has political as well as technical dimensions, especially in neo-patrimonial political contexts characterised by weak accountability relationships between citizens and government (Booth, 2003). Also implicit in the new approach was a move away from project aid and towards more upstream modalities which would be less likely to divert national skills away from the core processes of managing development in a country, and more likely to incentivise officials in the recipient government to devote their efforts towards strategic and lasting reforms. 

These ideas formed the basis for a new framework for development co-operation in poor countries unveiled by the World Bank in early 1999. The Comprehensive Development Framework (CDF) posited that policy-making for poverty reduction should take the form of a country-led strategy process in which the government engages with other national constituents, resulting in greater national ownership of the decisions taken. The basis for international support should then be a form of partnership in which all funding sources are drawn together in a co-ordinated way around a results-oriented strategy developed under the leadership of the recipient government. This was visualised as a medium- to long-term process, implying a need for longer-term donor commitments as well as careful consideration of monitoring arrangements. 

In September 1999, the country-led approach was linked to an explicit emphasis on poverty reduction and given operational dimensions through the adoption of the Poverty Reduction Strategy Paper approach as the basis for debt relief under the enhanced Highly Indebted Poor Countries (HIPC) initiative. The preparation of a PRSP document in consultation with national stakeholders became one of several ‘triggers’ for countries to reach completion point under HIPC II. The ease with which the new agenda embodied in the PRS approach was adopted resulted, in part, from two contrasting sets of political pressures; the pressure, particularly in the United States, to ensure debt relief was spent effectively, and from Jubilee 2000 to take action to address poverty in Africa. 

The country-led approach rapidly gained significance and has subsequently become the central framework for development assistance in poor countries. PRSPs quickly replaced the former Policy Framework Papers as the required statement of recipient government objectives for the purposes of both adjustment lending by the IMF and concessional credits from the World Bank. Both Bank and Fund introduced new lending instruments designed to support PRSP implementation, the Poverty Reduction Support Credit (PRSC) and Poverty Reduction and Growth Facility (PRGF) respectively. Most bilateral agencies have also reformed their own country assistance strategies to align much more closely with the national PRSP. 

In recent years, the influence of the HIPC initiative on the country-led approach has waned as recipient countries reach completion point and move beyond. On both the recipient and donor side, this appears to be contributing to a less mechanistic attachment to the process requirements of the PRSP initiative and a return to a more genuinely country-led approach. Instead of focusing on IFI timetables, recipient countries are increasingly reverting to their own political, planning and budget cycles. The focus is no longer on the PRSP document but rather on national development and sectoral planning traditions which may have more or less emphasis on poverty at their core. These changes augur well for both ownership and sustainability, but also create difficult dilemmas for donors committed to an explicit poverty reduction agenda, particularly in a context of increased use of general budget support and other upstream modalities.

5.2 The rationale underlying the CLA

The rationale underlying the CLA has three dimensions to it: first, that supporting ownership by national authorities of policies and reforms delivers a stronger focus on results; second, that building effective and responsive states is critical for sustained poverty reduction; and third, that improving aid effectiveness is central to a more positive aid relationship. The logic underlying these three areas is briefly explored here. The accumulated evidence around the three is then examined in more detail in section 6. While the three headings cover distinct areas they are also closely inter-related; activities or reforms in one impact on the dynamics or progress in another. 

The first area, ownership, emerged from the literatures about conditionality and participation as well as the experiences of the 1980s and 1990s. The underlying logic is that increasing ownership of development policies, including the structural and institutional reforms that underpin them, has a higher probability of making development more sustainable. The approach rests on an assumption that participation, or more and better dialogue, between the government and its citizens about national policy will result in an increased emphasis on poverty within that policy. 
Although the concept is often presented in terms of ‘country ownership’, it is often less clear which groups in the country are expected to own the development process. Government is obviously a key actor, but in cases where the government is unwilling or unable to address issues around poverty reduction this poses significant challenges for donors. The concept of ownership has increasingly shifted to focussing explicitly on generating engagement between government and those who are expected to either benefit or lose from particular policies. Discussions around ownership have also been used as a proxy for participation by civil society and poor and marginalised groups. 

As the CLA has become embedded, the agenda around ownership has become clearer and is, more directly focused on trying to make the domestic politics work more effectively. The hope is that this will encourage a shift to a relationship between governments and citizens which is based around delivery of programmes of policies, reforms and service (as opposed to patronage or clientalist relationships). As the approach has progressed, greater clarity appears to be emerging about which actors need to participate in the national development process in order to ensure greater ownership. Finally, the evidence of the extent to which dialogue and participation is leading to ownership is becoming clearer. 

The underlying logic in the second area, building effective and responsive states, grew out of a central recognition of the importance of national institutions for the development and implementation of policies. This has more recently been explicitly discussed in terms of the state-effectiveness agenda: sustained poverty reduction requires states that are interested in both developing and delivering pro-poor policies. 

There are two key assumptions underlying the focus on the state. The first is that if governments understand both the nature of poverty as well as the causal relationships between inputs, outputs and outcomes better, more pro-poor policies will emerge. The second assumption is that if policies are better prioritised, sequenced, costed and more realistic then they are more likely to be implemented effectively. 

Although there has been a move away from focusing on the production of a PRSP document, the emphasis within the CLA is on fostering a single and integrated process for policy development and implementation remains. The consolidation of policy process is seen as being critical for the development of more effective, less fragmented states which are capable of being more responsible and more responsive to their citizens. 

The nature of the interaction between ownership and effective states is expected to be mutually and positively reinforcing in relation to poverty outcomes. In addition, it is hoped that greater levels of participation combined with more responsive states should create a more effective accountability relationship between the government and its citizens. This in turn is expected to create a positive feedback loop back into both areas. 

The underlying logic in the final area has emerged most recently within the Rome and Paris Declarations; that more effective aid and better aid relationships will promote more sustainable development. This development has arisen out of the recognition that donors are not always as effective as they might be in the way they give aid. This includes a range of collective action and principal-agent problems, issues around donor planning horizons, predictability and sustainability of aid flows, the clarity of objectives and appropriateness of programming to specific contexts. The concern is that donors may even be undermining their own objectives in generating sustainable poverty reduction and the effectiveness of their aid in terms of generating development outcomes. 

This recognition, which underlies the CLA, has led to a focus on approaches by donors which are designed to improve aid effectiveness and the aid relationship. These approaches are explored in much more detail in section 6 by looking at the extent to which donors have stepped back and created the space for leadership and vision to emerge; actively supported the development of national leadership of policies, systems as well as the aid relationship, or responded to government leadership by aligning with policies and systems as they emerge. These elements are complementary not clearly related to any particular modality or approach by donors. 

6 Is there Evidence that the CLA is having an Impact? 

This section examines the evidence relating to the rationale highlighted above focusing on ownership, building effective and responsive states, and aid effectiveness. 

The PRS remains the main expression of the CLA (hence we use the term CLA and PRS more or less interchangeably through-out this report). 48 countries have now completed their first PRSP, a further 5 (Burkina Faso, Ghana, Tanzania, Uganda and Nicaragua) their second, and that 12 have drafted an interim document as the first step towards developing the full document
. The evidence synthesised below is drawn from a number of sources, but draws particularly on a number of major reviews of the PRS process. These are summarised briefly below. Other less major reviews and reviews of individual sectors or countries are referenced where appropriate in the text.

In 2004 and 2005, the IMF and World Bank Evaluations Departments (IEO and OED) conducted one joint and two closely linked studies, which were based on extensive cross-section analysis of data for countries that had completed full PRSPs in the years prior to that ( IMF, 2004a; World Bank OED, 2004; World Bank and IMF, 2005). These are further informed by a series of in-depth country case studies and surveys of stakeholders in low-income countries. The following country studies were conducted jointly: Mozambique, Nicaragua, Tajikistan and Tanzania. The IMF conducted studies of Guinea and Vietnam and the World Bank studies of Albania, Cambodia, Ethiopia and Mauritania. 

The Driscoll and Evans, 2004 paper undertook a review of the then new non-HIPC PRSs and included more in-depth reviews of the experiences of Albania, Bolivia, Nicaragua, Uganda and, to a lesser extent, Vietnam and Georgia.

Cromwell et al., 2005 conducted a review of PRSs and Rural Productive Sectors in Malawi, Nicaragua and Vietnam. Alonso et al. 2005, prepared a synthesis of five case studies, looking at the relationship between PRSs and budgets, was drawn from Bolivia, Burkina Faso, Cambodia, Tanzania and Vietnam. Booth et al, 2006, looked at the relationship between domestic politics and PRSs, drawn from three Latin American HIPCs; Bolivia, Honduras and Nicaragua.

The synthesis of evidence on the effectiveness CLAs, carried out by Cox et al., 2006 was drawn from case studies on Uganda, Tanzania, Mozambique, Ghana and Ethiopia. The draft key country findings chapter of the Joint Venture on Monitoring the Paris Declaration draws from an overview of 26 countries participating in the OECD/DAC 2006 survey on Harmonisation and Alignment (H&A). This includes a number of International Development Association (IDA) and PRS countries, but also some middle-income countries, such as South Africa and Egypt.

6.1 Ownership of policies and reforms

As explored in the previous section, the concept of ownership, though central to the PRS process, was never fully articulated; the question remains, ownership by whom? We look at the evidence that the CLA is building greater ownership under the following headings: government ownership; participation and voice; and domestic accountability. 

Government ownership: Notwithstanding the emphasis on participation within the PRS/CLA process, ownership by government, rather than the extent of participation by outside groups, is the strongest predictor of policy implementation (Booth et al., 2006). 

Box 2: Mainstreaming the PRSP is still an issue
The earliest PRSPs were often written alongside other national strategic planning documents. PRSPs are, on the whole, better mainstreamed into national processes now. Though countries like Tanzania and Albania provide evidence of this change, they are exceptions and there are still issues with key policy decisions being taken outside the main planning framework. The Ethiopian government, for example, made decisions about resettlement, education and technology outside the framework set by the PRSP even though the document had only just been finalised. 

The connection of the PRSP to the longer term country vision documents is still an issue though with Tanzania, for example, aiming to increase human capacity in the longer term, but the focus of the PRSP targets is only primary education. 

Early findings on the impact of the PRS process on ownership were not particularly promising. One specific concern was that the link between PRSPs and the HIPC process acted to undermine country ownership. More recently the evidence is more encouraging. As the influence of HIPC has reduced there are signs that promoting meaningful ownership – particularly at central government levels - is possible. The governments in all ten of the OED’s country case studies had made a political commitment to the PRSP, in many cases at the highest level of the government. Disaggregating this data, it appears that the ownership of the strategy is highest in those closest to the preparation of the strategy, the Ministry of Finance or MoP, or those who perceive increased aid flows or other benefits. Ownership fades as the relevance of the PRSP becomes less relevant for example in non-PRSP critical ministries. In Mozambique for example, there was little knowledge, let alone ownership, of the first PRSP outside the MoF (Driscoll and Evans, 2004; World Bank OED, 2004; Cox et al., 2006). 

The impact of this political commitment is more mixed. Early PRSPs were not mainstreamed into national policy making in most countries, though arguably they are more mainstreamed now. Key policy decisions continue to be taken outside the PRSP (World Bank OED, 2004). This theme of political imperative trumping PRSP priorities is one that appears time and again in the more recent reviews and has implications in a number of ways for DfID. Firstly it suggests that more attention needs to be paid to ensuring broader based policy discussions around the development of national development strategies. These broader discussions should particularly involve a range of political parties in addition to CSOs because this may help to ensure broader political support. This will require DfID staff who, in addition to their sectoral skills, are politically sensitive and skilled in communications, networking and partnership development. This theme will be highlighted through-out where appropriate. 

The PRS process is less than ten years old and there are significant tensions as it competes with other donor priorities (Driscoll and Evans, 2004). There is the risk, for example, that the CLA will be undermined by pressures from donors for scaling-up or to use aid to strengthen global security for example. Allowing this to happen would risk the modest gains seen so far from the approach and the potentially far greater gains that might be realised as these take hold.

Sector ministries and local government are as important in the process as central government, because they are largely responsible for the implementation of the strategy. There appears little evidence that local government and sector ministries have been important participants in the PRSP process. As we describe below, consultation has focused on civil society. Even in those countries with extensive decentralisation, there does not seem to be evidence that the PRSP process has enabled closer collaboration between central and local government (Alonso et al., 2005). The ownership of the national development plan by all relevant parts of government will be critical in the delivery of a pro-poor national development plan. 

If countries are to own national development policies, the government requires the capacity to exercise this ownership, to plan effectively and execute the plan against the budget (Booth et al., 2006). It is positive therefore that the newer generation PRS processes are better integrated with planning mechanisms and have more focus on strengthening the systems required to turn the PRSP into an operational strategy. There is a stronger focus also on the links between the PRSP and the budget as well as on medium term planning through MTEFs. The evidence suggests that as this is happening, governments have more ownership of the process because these changes lead to better integration of the PRSP with existing planning mechanisms. This has been seen in Tanzania, Rwanda and Albania for example. On the other hand, it also appears that there is more of a need for leadership of capacity building efforts and more strategy for the delivery of technical assistance (Cox et al., 2006; IMF, 2004a). We will come back to the issues of both linking the PRSP to MTEFs and the budget as well as to government capacity below. 

Another factor which is helping to promote government ownership of the process is the move to deliver more aid in the form of general or sector budget support. In addition, commitments and disbursements are better timed to the budget calendar and the share of budgetary expenditure to PRSP priority areas increasing. This movement in the provision of aid also means that countries have more discretionary, on-budget funding which is helping to strengthen policy making and planning centrally. This appears to be acting as a positive feedback loop which is helping some countries, Tanzania and Rwanda for example, to demonstrate greater leadership of the development agenda (Cox et al., 2006).

Box 3: The CLA is an approach, not a single instrument

The key issue with the CLA is to ensure that whatever instrument is chosen, it maximises the chances for country leadership to emerge. General budget support is the instrument most often associated with the CLA, but used badly, it can undermine the very leadership that it is supposed to promote. In Uganda, for instance, there were 34 different budget support programmes in the financial year 2003 – 2004 and made up nearly half of the aid flows to the country. A number of these programmes were small and had very different characteristics such as timelines and disbursement procedures. Other instruments, if used effectively can be just as important in promoting leadership. For example, while the vast majority of projects are antithetical to the CLA, a well targeted TA intervention, which has been demanded by the government, can boost capacity in a critical area which will help leadership emerge. 
Specific aid instruments must not become proxies for the CLA, however, GBS is often associated with the CLA, but used ineffectively it can act to actively undermine the development of country leadership either through excessive conditionality or, as the example drawn from Uganda highlighted in Box 3 shows, through weakening country systems. In many countries, a majority of aid remains off budget. The impact of this is likely to be that the resulting gains in terms of country leadership are likely to be moderate. It is also important to note that aid modalities other than GBS can also be used in a way that helps promote country leadership. One critical factor is reducing fragmentation. Both Mozambique and Nicaragua, for example, have highly fragmented donor programmes (Cox et al., 2006). Reducing fragmentation will help to ease the pressures on weak institutions and may assist the development of government leadership. 
The integration of the PRS process into domestic political processes is also critical for ensuring broader commitment and ownership of the strategy that is developed. This is particularly important in the medium term and through electoral cycles. In Nicaragua and Malawi, for example, the election of new governments meant that the PRSP was superseded by the development of other documents not connected to the previous governments (World Bank OED 2004; Booth et al., 2006; Cromwell et al., 2005).

Participation and voice: There has been unprecedented engagement by CSOs in poverty policy debates and it is here that the most significant impact in terms of participation has been seen. It has been particularly positive for non-governmental organisations (NGOs); mobilisation has been on a massive scale either through engagement with government run consultations or through parallel civil society processes. This evidence about increases in participation is backed up by stakeholder perceptions of the process undertaken by the World Bank (World Bank OED, 2004; IMF, 2004a). 

Positive evidence that the PRS process has led to significant gains in terms of participation is backed-up by evidence that new, and sometimes permanent, spaces have opened up for policy dialogue for civil society. It can be expected that these spaces will also support other aspects of the CLA, such as related H&A processes or Joint Assistance Strategies (JASs), for example. For many governments the PRS process was the first time they had experience of engaging with civil society organisations (CSOs) on public policy. In addition, new, and apparently sustainable, networks have formed around government policy on poverty which should provide positive feedback in terms of participation as the CLA progresses. Different countries face very different issues in relation to civil society engagement with the national planning process. In countries, such as Bolivia, where there is a history of efficient mobilisation and confrontation, the challenge is how to channel opinion and protest constructively. On-the-other-hand, in much of the former-Soviet Central Asia, civil society has been neutered and needs to be rebuilt first (Driscoll and Evans, 2004; Cox et al., 2006). 

Box 4: Increasing participation is embedded

There is overwhelming evidence that the CLA has led to a massive increase in public participation within policy making. Though the findings about the impact of this participation in terms of pro-poor policy making and implementing are more mixed, it is clear that some of the gains are permanent and can be expected to lead to deeper participation in the future. For example, legally protected spaces have opened up for civil society engagement in policy making in both Bolivia and Honduras. 
While a broader policy space has been opened, the PRS process has not engendered meaningful discussion about alternative options for macroeconomic policy options and structural reforms beyond a narrow official circle. These discussions are happening, if at all, within a narrow circle of officials and the donors. This is true in, for example, Mozambique, Nicaragua, Tanzania and Uganda where there has been limited engagement of the public in these issues (IMF, 2004a; IMF, 2004b; IMF, 2004c; IMF, 2004d). This indicates that, in this area at least, participation, and arguably as a result ownership, remains highly restricted to technical rather than political circles.

Despite the positive evidence about civil society engagement, perception surveys indicate that CSOs in particular feel that their engagement has had only limited impact on the design of the final PRSP or domestic policy. Indeed civil society’s perception is that participation has also reduced once the PRSP has been completed (World Bank OED, 2004). 

Box 5: CSO capacity remains an issue
Lack of capacity is an issue for all those groups in society which should be expected to engage in the policy-making process. Governments, parliaments, political parties and civil society all lack capacity to engage on a number of levels. For example, civil society engagement within the CLA process in Burkina Faso, Cambodia and Vietnam has largely been confined to the formulation of the initial strategy in large part because the sector lacks the capacity to engage. Even in Tanzania and Bolivia where CSOs have been more active, lack of skills and knowledge of PFM reform and of the macroeconomic impact of different policy choices limited engagement in the process.
The conclusion that civil society engagement has been limited to the formulation of the strategy is reinforced by evidence that civil society engagement in many countries in the budget process has been limited, though a few countries are more advanced. The reason appears to be that civil society in countries where more engagement is seen is more active and that the governments are more receptive to their engagement. But, civil society capacity in the areas of public finance and macro-economic understanding is generally much weaker. In addition, particularly in countries where the budget process is weaker, there are few places where CSOs can enter the debate thus reducing the prospects for participation. Given its centrality to the policy making process, the overall effect of this limited engagement in the budget process is to reduce the overall potential impact of civil society engagement on the policy process (Alonso et al., 2005).

Many NGOs have begun to complement their roles by carrying out participatory poverty assessments and by monitoring the budget process. This is a positive development and indicates an increased engagement with national development strategies (Driscoll and Evans, 2004; Burall and de Renzio, 2006).

While some countries have used participatory poverty assessments to build in poor people’s views, more recent evidence points to the fact that despite the significant and important increase in participation, a number of important groups have not participated effectively. Poor people and marginalised groups have not been adequately engaged in the process often because it can take more time to do this than existing planning cycles allow. There has been limited engagement of rural groups and, where it has happened, it has usually been at the diagnostic stage of the PRS. Poverty outcomes are more likely to be positive if gender dimensions are integrated into planning and implementation, yet gender too has been addressed unevenly by PRS documents. The private sector and political parties have engaged much less well with the process. Finally, geographic coverage in many countries has been mixed, with participation limited to certain areas of the country (World Bank and IMF, 2005; World Bank, 2005; Cabral, 2006; Driscoll and Evans, 2004; World Bank OED, 2004).

More recent evidence is helping to develop an understanding of when participation has been most effective at having an impact on the development and implementation of policy. The impact of participatory processes on policy is only significant only when they relate to the implementation of specific policy measure. Comprehensive PRS dialogues involve a wide range of issues and have little chance of affecting policy. Effective PRSs need to find solutions to difficult problems which require the resolution of conflicts of interest and trade-offs between different outcomes. Broad participatory exercises are generally unable to find solutions to problems such as these (Booth et al., 2006).

The recent evidence also indicates that consultative processes directed at civil society do not generate political commitment to poverty reduction. This is over-ridden by the political incentives generated by the electoral and party systems. Early PRS processes, and many second generation processes too, have been technical processes aimed at the production of a single document. This technical process aimed at one key output is not structured to promote the type of political dialogue and change required, particularly the change required to promote pro-poor development. The development of the PRS into the CLA appears positive therefore because it is just such a process that may help to promote the political change required (Booth et al., 2006; Cox et al., 2006). The identification of dialogue brokers appears to be an important part of promoting this broader political dialogue which is required. 

Domestic political accountability: An important element of the CLA agenda is that the government is held to account by domestic actors for its delivery of the national development strategy. It is important to note at the outset that the technical ability and political will of governments to execute budgets varies greatly among PRS countries. This has an impact on accountability and discourages attempts to build in participation and accountability at the budget development stage by civil society as well as parliament (World Bank and IMF, 2005; Alonso et al., 2005).

Early PRS processes generally failed to include parliaments. As the PRS process has developed parliamentary engagement has increased significantly
. One third of parliaments have been presented with the full PRSP and a number of parliaments now have an oversight role, for example Ghana. Though there is limited evidence of the impact of parliamentary engagement on resulting policy priorities and resource allocations, it is clear that the PRSP process is generating an increased interest in poverty issues amongst legislators (IMF, 2004a; Alonso et al., 2005; World Bank and IMF, 2005). 

Box 6: Parliamentary capacity remains limited

Parliaments require institutional and individual capacity to play an effective scrutiny role in the PRS process, but capacity remains limited. The Ghanaian Parliament, for example, only has four offices for its 200 members and only ten of these have assistants. In addition, committees do not have budgets or rooms to meet in. So, while its role is, in principle to approve and monitor the budget, in reality it is very often severely constrained.

As with the government, the capacity and institutional structure of parliaments affects the role they can play in the policy process, particularly, but not limited to, the budget process. There are also other practical constraints. For example, the budget is all too often presented too late for adequate scrutiny. In some countries the budget not seen as binding so there is limited incentive to engage with it. Finally, parliaments lack the technical capacity to engage effectively (Alonso et al., 2005; Cox et al., 2006).

There is some evidence in more recent reviews that there has been more success in strengthening other domestic accountability institutions such as national audit offices, though their role in formal domestic accountability remains relatively limited (Cox et al., 2006). 

We pick up the issue of domestic accountability again in the monitoring and evaluation (M&E) section where we examine the capacity of different actors to use evaluation and monitoring data to hold the government to account. 

6.2 Building effective and responsive states for poverty reduction

In this section we look at the evidence that the CLA is building effective and responsive states under the following headings: institutional framework; strategic planning – understanding poverty; strategic planning – the planning and budgeting process; strategic planning – building government capacity; implementation; M&E; and policy content.
Institutional framework: As we highlighted in the previous section, the institutional and organisational framework at the national level is critical for enabling the country to exercise ownership. One effect of the PRS process has been to move the locus of strategic planning within the government. In Africa, this has particularly improved prospects for linking poverty planning to budgeting because PRS units are normally found within the MoF. In Asia and other regions these units are more normally found within the MoP or in the office of the Head of Government. A home other than the MoF does not stop these strong links being made, but there is a risk that planning remains orphaned from the important decisions about resource allocation if the institutional links between the PRS planning process and the budget process are weak. Bringing sector programmes into one place has helped to promote better appreciation of the links between these sector strategies and poverty reduction strategies by policy makers (World Bank OED, 2004; Driscoll and Evans, 2004; Alonso et al., 2005).

In very broad terms, the evidence is that the PRS process can provide the framework needed bring coherence to the development and implementation of national priorities and poverty reduction because, by putting countries at the centre of the development process, it focuses attention more directly on poverty reduction and the need to deal with context specific blockages to development. The approach cannot compensate for generalised policy failures, poor governance or broader institutional failures though. In addition, and to emphasise the importance of the CLA, the evidence so far suggests that where the PRS been integrated into domestic institutional structures there have been important improvements in policy processes. Where it has been externally imposed, it has either acted as a distraction and actually weakened the domestic policy framework, or the resulting PRSP is not used as the leading policy framework and other policy documents are developed which supersede it (IMF, 2004a; World Bank and IMF, 2005; Cromwell et al., 2005).

Strategic planning; understanding poverty: A critical element of building effective state responses to poverty is the development of an adequate understanding of the nature of poverty. Many low income country governments are struggling over the choice of policies that will impact most on poverty. This stems partly from a lack of realistic analysis of the distributional consequences of reform. There is evidence though that the PRS process contributed significantly to the use of diagnostic tools bringing about significant improvements in understanding the nature of poverty and the indicators necessary for its assessment . As early as 2003 for example, this had resulted in efforts to improve the quality of quantitative data in Ethiopia and Tanzania (World Bank OED, 2004; IMF, 2004a; IMF, 2004d; Coudouel et al., 2006).

Box 7: A good PRSP is only the first step

While the process leading up to the development of PRSPs, as well as the actual content, has improved markedly over recent years, there are still significant weaknesses. A World Bank review of 25 completed PRSPs found 8 with serious costing problems and some (Albania, Kyrgyz Republic, Tajikistan and Uganda) had not been costed at all, while others had insufficient detail, were inconsistent or were unclear in the way they were costed (Benin, Guinea and The Gambia). Another problem is highlighted by Cambodia’s PRSP which predicted revenue of $1.5 bn for a total programme costing $5 bn.

In addition, governments are still not using the documents to make the hard choices required to prioritise their activities given the resource constraints they face. For example, the PRSPs of The Gambia and the Kyrgyz republic had priorities which covered nearly every area of government activity. 

These hard choices require strong linkages between the budget, the PRSP and the MTEF. It is positive therefore that there are countries, such as Tanzania and Ethiopia, which are now beginning to make the right links between PRS priorities and budget allocations. 
In addition to improving their understanding of poverty, governments have begun to identify the need for programmes to be ranked by sector ministries on the basis of their likely impact on poverty. For example in Albania and Nicaragua, the PRSP has been helpful in moving towards outcomes defined in terms of poverty impact (World Bank OED, 2004). 

Early PRSPs often did not make growth a central element of their poverty reduction strategies. More recently this situation has changed with the newer generation papers having growth as a central element of the strategy. There is recent evidence though that the links between poverty and growth have been poorly understood and that the PRS approach has been less successful at assisting in the identification of the constraints to accelerating growth and how to make it pro-poor. This could be due more to the fact that these issues present an analytical challenge which might not be addressed by participation alone, or it might be due to the fact that the implicit pro-poor growth model in PRS is one of 'trickle down', treating growth and poverty reduction as the same thing, ignoring the interconnections between them (IMF, 2004a; World Bank OED, 2004; Cromwell et al., 2005; World Bank and IMF, 2005; Cabral, 2006).

Though the PRS process has been helpful in bringing sector strategies together into one document, it appears that sectors with the largest donor presence have the most well developed strategies. For example, in Cambodia, Ethiopia and Tanzania, education and health tend to be the most well-developed while growth strategies, especially agricultural growth are, much less well developed. In Tanzania this sector strategy was not linked to the PRS for example (World Bank OED, 2004; Cromwell et al., 2005). 

It is worth noting the risk that, without a strong strategic centre in the MoF or MoP which is able to engage sector ministries effectively in policy discussions about priorities and medium term goals, the strategy might become overloaded. Ghana’s GPRS 2 is an example of this.

This critical element of understanding the nature of poverty will be examined from a different angle when we explore the evidence about M&E. 

Strategic planning; the planning and budgeting process: The linkages between the PRSP, the budget and the MTEF are critical for ensuring that the national development plan is realistic and prioritises between different policy choices. On the whole, the linkages between the budget and the PRSP have not been well made. The hard choices in prioritising government action have been made in a few cases only (World Bank OED, 2004; Cox et al., 2006). 

In addition, many PRSPs have not been costed properly which is symptomatic of PFM weaknesses. In almost all PRSPs, the assumptions underneath the calculations for costing are not discussed. In addition, they do not make any attempt to relate the cost of the activities to the success in achieving the outcomes desired. (World Bank OED, 2004, Cox et al., 2006). 

The record on PFM reform is very patchy, highlighting the reality that the CLA will require time and patience. There has been good progress in Tanzania for example, but the situation in Ghana, where lack of country leadership has effectively stalled the process, is more normal. Despite this, there is reason to be cautiously positive. The PRS process appears to be promoting a more structured approach to building core systems, a stronger central policy and planning capacity, budgeting that is better orientated to activity along with MTEFs, improved PFM as well as systems for M&E. The fact that joint assessments of PFM systems such as the Country Financial Accountability Assessment (CFAA) and the Public Expenditure and Financial Accountability (PEFA) are being undertaken means that more governments are adopting action plans for system improvement. In addition, the CLA is leading to an improvement in the integration of external assistance into the budget. Outside GBS though, the degree of this integration appears dependent on government leadership and the capacity of the MoF. Information on budget execution at the local level is also weak. Overall it seems possible to draw the clear conclusion from the evidence that the PRSP has improved the potential for PFM and the linkages between the PRSP and the budget (World Bank OED, 2004; Alonso et al., 2005; Cox et al., 2006; OECD/DAC, 2006a).

The second set of linkages which are important are those between the MoF or MoP and the sector ministries. For example, sector ministries and other stakeholders have more incentive to invest time in good budget preparation when budget allocations are more reliable and better protected from within year budget cuts. There is evidence that the iterative and collaborative nature of the PRSP process has strengthened this link in both planning and budgeting capacity, with a few countries making the process of sector bidding more regular. But the picture is very patchy. Sector ministry budgets in Guinea and Cambodia, for example, have been formulated with little regard to the priorities in the PRSP. Sequencing is an issue as well and can undermine a strategic approach to budgeting. For example, timetables are often not synchronised and key analytical inputs from sector ministries are not available at the right time in the budget cycle (Alonso et al., 2005; Cox et al., 2006).

Box 8: Linking central to sectoral ministries is important
While there are still countries like Guinea and Cambodia where sector ministries have formulated budgets which bear little resemblance to the PRSP, there is evidence that the CLA is strengthening the link between sector planning and central budgeting overall. For example, Uganda and Tanzania now have rules requiring sector ministries to justify the resources they are bidding to use. In addition, Mozambique now has a stronger Ministry of Finance with a clearer role in the process. 

The third set of important linkages are those between the PRSP and economic growth and between growth and poverty reduction. Most PRSPs focus on the composition of public expenditure rather than on broader strategies for growth and poverty reduction. Revenue and growth in GDP are also not consistently included within the PRSP. Trade polices, and their impacts on growth, are mentioned in only 3 of the 10 OED case study PRSPs. Even where they are included, this type of analysis is too often unrealistic. Only Ethiopia's PRSP, out of the case studies, includes an estimate of the rate of GDP growth required to achieve MDG one on poverty reduction. But, the PRSP did not clearly spell-out non-expenditure related policies or the impact of policies on poverty reduction. PRSPs therefore do not provide a strategy, particularly in the area of macroeconomic policy and reform (IMF, 2004a; World Bank OED, 2004).

There is evidence that the approach has helped build a longer term perspective to national development plans. PRSPs have generally been adopted alongside longer term planning documents. But, PRSPs are normally three year programmes for poverty reduction and do not link to longer term goals, nor is there any attempt at reconciliation between those long term targets in the PRSP to those in the longer term plans. This inconsistency suggests that the PRSPs are unlikely to deliver the longer term country visions. For instance, one of Tanzania's longer term objectives is for greater human capacity, but the PRSP targets relate to primary education only. More work is therefore needed in this area (IMF, 2004a; World Bank OED, 2004).

Finally, the CLA should not just be seen as a technical process, public sector reforms and reforms aimed at improving the pro-poor focus of public expenditure have often suffered from unsupportive political and institutional environments which the reforms have failed to address. This can lead to weak implementation. In addition, sustainability of the reforms is in danger because the electoral system, and the political incentives generated by this, can over-ride any commitment to poverty reduction generated through civil society engagement in consultative processes. Ensuring adequate political engagement with the planning process would appear to be critical therefore (Alonso et al., 2005; Booth et al., 2006). 
Strategic planning; building government capacity: The PRS process has helped to identify capacity constraints that are inhibiting GDP growth and poverty reduction. This suggests that the approach has the potential to assist governments to prioritise capacity building efforts and manage the efforts of donors in this area (World Bank OED, 2006).

The most recent evidence is that the PRSP initiative has promoted a more structured approach to building core government systems, stronger central policy and planning capacity, activity oriented budgeting and MTEFs, improved PFM, as well as systems for M&E. This has resulted in evidence for improvements in the performance of national systems in some countries, though across the board the record is uneven (Cox et al., 2006). 

Progress is slow though and will take time to develop. Uganda, for example, began PFM reform in 1992, but still requires assistance with coordination and capacity building. Given the impact of capacity constraints on the planning process, efforts to build government capacity in a number of areas are obviously critical, particularly in the areas of PFM, medium term planning, analytical capacity, and M&E. Ghana, which is one of the few African countries with a good number of research institutes and think tanks, does not use this capacity outside the government effectively. The majority of the OED case studies, for example, do not have a capacity building plan. Yet not enough attention has been paid in most cases to the development of a strategic plan to strengthen capacity. Ethiopia and Tanzania are two of the few exceptions where national strategic plans for building government capacity have been adopted. Ethiopia is particularly instructive, because, prior to the Government’s strong demand for the CFAA, there had been limited interest in PFM reforms. This resulted in limited capacity building; the development of a strategic plan is therefore positive against that history. Ghana, Mozambique and Uganda have plans to develop such a strategy (IMF, 2004a; World Bank OED, 2004; World Bank and IMF, 2005; Cox et al., 2006; OECD/DAC, 2006a). 

Yet another theme that pervades the literature is that country leadership is demonstrably important. There is some evidence that projects to address both capacity as well as incentive issues are only successful if they address needs identified by the government itself rather than being imposed from outside. Countries which have been relatively more successful, Benin, Rwanda, Tanzania and Uganda for example, have a high-level of political commitment to reform, or in the case of Vietnam for example, already have planning systems in place (World Bank and IMF, 2006; Booth et al., 2006; OECD/DAC, 2006a).

Implementation: The implementation of the national strategy once developed can be hampered by those same factors highlighted above which weaken national planning processes. However, the PRS process can catalyse reforms which help here too. The combination of PRS and budget support has promoted broader efforts to improve PFM. This in turn has been facilitated and strengthened by the development of MTEFs. In Tanzania and Ethiopia for example, there are now tighter links between PRS priorities and budget allocations. While many PRSPs would benefit from better links between goals, targets and policies, there are some positive signs. Pakistan has linked goals, targets and policies in the environment sector, while Kenya has done the same for its roads’ policy. That said, more generally, PFM systems are often too weak to allow the PRS to be used to implement expenditure priorities or modify them on the basis of actual cost or outcome (Driscoll and Evans, 2004; IMF, 2004a; World Bank and IMF, 2005). As will be noted below, the link between the outputs of M&E systems and implementation is weak too. 

Monitoring and evaluation: The process has helped to promote a greater results focus, but the development of specific country indicators and monitoring systems is still at an early stage in most countries. Some have agreed PRS targets that are too challenging given their starting points, resources, and track records. Monitoring systems have also often been designed to meet the requirements of donors for data rather than the governments. Given that many low income countries will be unlikely to meet the MDGs, the PRS process should help them to establish clear priorities and monitor indicators that can support national decision-making (World Bank OED, 2004). 

What monitoring capacity there is in PRSP countries has tended to be developed around individual donor projects. This is unhelpful because the data collection is generally not connected to M&E national systems. Albania, Tanzania and Vietnam suggest that the PRS process has promoted an interest in overcoming this problem and enhancing national M&E capacity in some countries (World Bank OED, 2004).
Countries have generally developed indicators and set targets for poverty reduction as a result of the PRSP. Some have institutions or structures in place for the coordination of data collection, but the establishment of these have been slow affected by the lack of in-house M&E capacity. Government attention has focused on assessing the impacts of expenditure on results and this in turn has encouraged countries to detail more clearly the targets and indicators which should be used to track progress towards poverty reduction goals. The emphasis within the PRS process on annual and medium-term results has contributed to increased demand for to participatory poverty assessments and household surveys. Few countries though are using monitoring information to improve policies and programme performance on a systematic basis. In addition, many monitoring systems are designed to meet donor data requirements and fit poorly with weak government capacity (IMF, 2004a; Driscoll and Evans, 2004; World Bank OED, 2004; Alonso et al., 2005; Cox et al., 2006; Cox and Thornton, 2006). 

More specifically, evidence from case studies shows that the process has supported and increased in the coverage and disaggregation of poverty and fiscal data. The monitoring of progress towards implementation has therefore been facilitated. Monitoring is made more difficult though by the incompleteness of budget classification and the lack of systematic and consistent identification of PRS expenditures (Alonso et al., 2005).

The weaknesses which are preventing an effective link between spending and results are numerous. Critical weaknesses include a lack of links between some indicators and poverty reduction outcomes, disconnection of the reporting process from other domestic processes, and the fact that indicators are often either selected without accounting for government capacity to collect the information or they are too numerous to be collected effectively. There are also few operational data collection systems. Overall the OED draws the conclusion that the use of data in decision-making will take more time than initially anticipated (Alonso et al., 2005; World Bank OED 2004).

Except in a few cases, there has been limited feedback from implementation to policy redesign. This has been particularly problematic when the macroeconomic environment changes and countries are unable to factor the changed environment as they continue to implement the PRSP. This lack of feedback is in part caused by the fact that country development plans are often weakest at the point at which monitoring activities might impact on policy, the specification and prioritisation of activities (IMF, 2004a; World Bank OED, 2004; OECD/DAC, 2006a).

Increased M&E should, in theory, lead to greater stronger domestic accountability as different actors are better able to hold the government to account against its commitments. However the capacity required to use this data effectively does not exist within most parliaments and CSOs, as a result M&E data are not being used effectively for this purpose (World Bank OED, 2004; Alonso et al., 2005).

Echoing findings in other studies in reviews of other areas of the PRS approach, efforts to build capacity have been heavily supply driven and a critical element of ensuring that data is used within policy making is to ensure that there is demand for that data (World Bank OED, 2004). This finding about the use of data highlights the broader finding that without country leadership, in this case in terms of demanding data, the long term sustainability of reforms is unlikely. 
Policy content: The PRS approach has led to the development of more comprehensive poverty plans than prior to the adoption of the approach. These plans also involve more sectors than before. As has been noted above, there are also some significant weaknesses, for example in terms of gender. Highlighting a further issue, a study of health policy found that most PRSPs are genuinely pro-poor in their choice of issues but not necessarily in terms of the way they target expenditure and service delivery (Driscoll and Evans, 2004; IMF, 2004a; WHO, 2004). 

Emphasising the problems of PRSPs not prioritising effectively noted above, there is a significant problem with PRSPs not linking actions to their own poverty diagnoses. A World Bank rural development review found, for example, that half of the 32 PRSs analysed included water-related issues in the poverty diagnosis, but only a quarter include actions related to the sector. On the other hand, local governance and decentralisation were linked to rural poverty in 28% of the PRSs, but considered a priority intervention area in over 70% of them. Rural productive sectors appear among the primary policy objectives, but they also do not get attention in terms of policy actions (World Bank, 2005; Cromwell et al., 2005). Without fully costed government actions which are related to an accurate poverty diagnosis and linked to the budget and MTEF, the impact on poverty will be minimal. Building the capacity of ministries to make these links will be beneficial.

Emphasising the importance of building genuine country leadership and ownership, PRSPs are demonstrably most effective in countries which are broadly committed to poverty reduction already and have their own agenda, for example Uganda and Vietnam (Cox et al., 2006). This recognition ties back into the evidence about government ownership and broader political ownership highlighted above. 

In the end, a rise in technical quality of development policies should not be expected in the short term. Assistance programmes will be most effective when they recognise the long-term nature of the process and avoid pressure for quick-wins which are likely to be unsustainable as a result. If the CLA results in more basic policies but greater ownership and relation to context then that should be seen as progress. Positively, evidence does suggest that PRSPs are becoming more owned as they are integrated with existing planning mechanisms (Cox et al., 2006; Cox and Thornton, 2006).

6.3 Aid effectiveness and the aid relationship

Building on the original principle of partnership, there has been increasing recognition that donors are not always as effective as they might be in the way they give aid. This includes a range of collective action problems, issues around donor planning horizons, predictability and sustainability of aid flows, the clarity of objectives and appropriateness of programming to specific contexts. The concern is that donors may, at times, even be undermining their own objectives in generating sustainable poverty reduction and the effectiveness of their aid in terms of generating development outcomes. The potential effects are around undermining systems integrity or development, distortions in accountability and fragmenting political commitment and technical resources to develop and implement pro-poor policies. This has particularly resulted in a range of activities around the H&A agenda including in particular the PD.

In this section we examine the remaining elements of the declaration that have not been covered in the previous two sections under the following headings: Government leadership of aid coordination; alignment; harmonisation; untying; and mutual accountability. Country examples are more limited because we draw heavily on a draft report being prepared by ODI for the OECD/DAC on a mid-term monitoring plan for the PD. The country data is not yet available for use. 

Government leadership of aid coordination: Many poor aid practices have arisen from donors trying to substitute for weak aid management capacity in governments. This reduces the potential for leadership to emerge. Positively, the most recent evidence suggests that governments are more inclined than before to lead aid coordination. This is as true for countries which are aid-dependent as those that are less so. One indicator of leadership is that governments appear increasingly to be co-chairing Consultative Group meetings as well as convening sector working groups (OECD/DAC, 2006a; Cox and Thornton, 2006). 

A series of Asian case-studies suggest that there are a series of approaches which can be adopted to assist the emergence of country leadership in this area. These include: clarifying the roles and responsibilities of different government agencies for aid coordination; strengthening the legal framework for aid management; preparing guidelines for donors on aid management, including preferences on preferred aid modalities; comprehensive multi-donor capacity building programmes; increasing the familiarity of government officials with the Paris principles; and the development of aid databases (Cox and Thornton, 2006). 

Overall the evidence indicates that government leadership is partly dependent on donors’ willingness to cede more control to government. However, donors cannot create this or any other aspect of country ownership (OECD/DAC, 2006a).
Alignment: We have already examined the extent to which recipient governments are improving national systems. Here we examine the extent to which donors are aligning to these systems in order to strengthen the institutions and promote sustainable capacity. 

Now that most countries have a clear national development strategy or PRSP there are few donors which do not base their support in a general way on established country frameworks. The challenge remains though that, except where these strategies are well prioritised, donor choices are not sufficiently restricted. This makes meaningful policy alignment harder to achieve. The extent to which financial contributions from donors are reflected in the government budget is a useful indicator of the extent to which aid is connected to country policies. Draft data indicates that the proportion of aid included in the budget varies from 0% to 200% indicating that there are sizable discrepancies in both directions between funds disbursed and information recorded in the budget. This is attributed to three problems. First, donors often do not get information to the government about intended disbursement in time or in a useable form. Second, when they do, this information often does not match the reality of actual disbursements. Finally, governments are often not willing or able to capture disbursement information or to make realistic estimates of short-falls resulting in both over- and under-counting (OECD/DAC, 2006a). 

Evidence from Asia suggests that alignment to systems is harder to do than alignment with policies. This is for a number of reasons including the accountability mechanisms between the country office and headquarters and different thresholds for fiduciary risk, for example. Alignment has been achieved in a few areas and the trend is positive, it is harder to do though (Cox and Thornton, 2006). 

We have already explored in some detail the extent to which PFM capacity is strengthening as a result of the CLA. Here we examine the extent to which donor practices are feeding back positively into efforts to improve PFM systems.

Draft data from the baseline survey for the PD suggests that around one third of donors are using national PFM systems, though there is significant variation in the results. The evidence on the use of country procurement systems broadly mirrors the finding on the use of PFM systems. It seems likely that the use of country systems has increased in recent years with the more general movement towards the provision of GBS, and in a number of countries this accounts for almost all of the use of the country systems. This might suggest that there is little commitment among donors in general to using country-systems (OECD/DAC, 2006a).

The overall finding about the use of PFM systems needs to be treated with some caution for a second reason as well. The PD commits donors to disburse aid predictably against agreed schedules as well as providing reliable indicative commitments within a multi-year framework. Such predictability is recognised as an important factor in assisting countries to manage public finances and plan effectively. The Paris baseline survey data reinforces the findings in the 2005 Strategic Partnership for Africa (SPA) survey which found that over 85% of commitments were disbursed in year. There are indications though that budget support is more likely to be disbursed earlier in the year and more predictably than project finance, but there are some problems due to the performance-based variable tranches being with-held. If budget support continues to increase, it seems reasonable to assume that predictability will increase. A related aspect to this is the extent to which governments accurately reflect actual disbursements within the PFM system. Increases in predictability would be expected to assist in generating greater accuracy of the recording of the flows (OECD/DAC, 2006a; Cox et al., 2006).

The PD emphasises the need for the use of parallel implementation structures, particularly Parallel Implementation Units (PIU), to be avoided where possible. The Paris baseline survey finds that there are 1,416 PIUs in the survey countries, but that due to definitional problems this number is probably too low. Despite the fact that a number of donors have expressed a willingness to reduce the numbers of these units, there is the potential problem donors, conscious of results, may be unwilling to reduce the potential for project quality. This may mean that PIUs are harder to remove than initial willingness suggests (OECD/DAC, 2006a; Cox and Thornton, 2006).

As conditionality is shifting away from policy towards progress against the country-strategy, some countries are valuing standing structures for information sharing and policy dialogue, both at the national and sectoral levels. The organisation of a single policy forum, rather than a series of parallel bilateral negotiations, is helpful to some countries in aligning donor and government dialogue structures. In addition, effective dialogue mechanisms can act as catalysts for other elements needed for effective aid management, for example aid tracking and national strategy development. The dialogue structures themselves need time and effort with particular emphasis placed on information sharing and partnership development. Without these elements, dialogue structures can become ineffective and this in turn may lead to complaints that the aid effectiveness process has been bureaucratised (Cox and Thornton, 2006; Cox et al., 2006; UNDP, 2006). 

Harmonisation: If there were complete alignment between donors and governments there would be no need for harmonisation between donors. As has already been highlighted, alignment is far from perfect and that aid effectiveness is therefore likely to be promoted if donors harmonise their work as well as adopting simple, transparent and common procedures. 

The use of common arrangements is one critical element of harmonisation, as are coordinated technical co-operation, joint missions and joint analytical work. The Paris baseline survey examines the extent to which aid is disbursed within a programme based approach as an accurate guide to the extent of use of common arrangements. The draft data is subject to some definitional issues and the picture is very patchy with disbursements at country level ranging from 5% to 58%. Nevertheless, the survey found that there is a strong trend towards Sector Wide Approach (SWAp) arrangements for sectors as well as cross-cutting institutional areas. A positive feedback loop is found where a large group of donors adopt a programme based approach others quickly join (OECD/DAC, 2006a). 

Harmonisation requires major commitment from donors. Donor staff in-country need the authority to make commitments on behalf of their organisation. It is a flexible and negotiated process which requires joint solutions between multiple actors with varying degrees of freedom and is therefore strongly impacted by the quality of the relationships between donor staff, particularly heads of offices. Initiatives such as the development of dialogue structures can help to prevent relations breaking down. Their very nature means that harmonisation initiatives are easier to develop amongst a small group of like-minded donors, but this carries the very real risk of adverse relationships developing with donors who feel excluded from the process. One way of resolving this tension is to develop initiatives that allow donors to participate in different ways according to their own priorities and abilities (Cox and Thornton, 2006). 

Harmonisation carries its own very extensive costs in terms of both designing and implementing programmes. While some may be transitional, others will be long term in nature. Some of these costs are vital to relationship building and should not be viewed as costs at all, they could perhaps be characterised as transaction benefits. The costs of working in this way across a diffuse set of activities are reported to be becoming prohibitive for some donors though. Greater use of programme based approaches, with individual selectivity in programming by donors will be necessary. This may include increased use of silent partnerships or the greater use of lead agencies to manage policy dialogue. Some donors are beginning to do this already (Cox and Thornton, 2006). 

The overload of excessive numbers of joint missions is well known. A recent survey suggests that there are 200 missions a year, on average, with some countries, Vietnam and Cambodia, receiving over 400 a year. Even the average figure works out at nearly one mission arriving every working day of the year. The Paris baseline survey finding of just over 35% of missions being joint appears at first glance to be reassuringly close to the target of 40% by 2010, but closer analysis suggests that more work needs to be carried out. A large share of the reported joint missions is accounted for by PFM assessment (CFAA or PEFA) and the United Nations (UN) contributes a substantial proportion too. The trend towards JASs is positive and a number of countries, Tanzania and Ghana for example, have declared mission free periods (OECD/DAC, 2006a; OECD/DAC, 2006).
Untying: The Paris baseline survey finds that nearly 70% of aid is untied, though this data must be used with some caution because it appears that there is significant under-reporting. In addition, the picture across countries is patchy with the figure ranging from 32% to 91%. Overall, a steady increase in the proportion of untied aid is expected over the coming years (OECD/DAC, 2006a).

Mutual accountability: Only a small number of countries have a mechanism in place for promoting mutual accountability between donors and governments. Tanzania and Vietnam being the most advanced, with Afghanistan, Cambodia, Mozambique and Zambia moving in that direction. Countries that have such mechanism are more likely to have in place a Harmonisation Action Plan (HAP), country aid policy, JAS or some form of joint programme. A number of other countries are moving down this route which indicates that there is likely to be movement in this area in the next few years. For example, Vietnam agreed the Hanoi Core Statement on Aid Effectiveness in 2005, Ethiopia now has a draft Addis declaration which is modelled on the PD and contains specific commitments on H&A and Rwanda now has a new aid policy which was agreed in July 2006 and contains many of the elements needed to develop a mutual accountability mechanism. Finally, a number of countries, including Ghana and Mozambique have developed Performance Assessment Frameworks which lay out the policy commitments found in the PRSP as a set of monitorable actions. These are linked to the disbursement of ODA and again might form the basis of a mutual accountability mechanism (OECD/DAC, 2006a; Burall, 2006; Cox et al., 2006).

The development of aid policies, HAPs and JASs is being driven by the country in some instances and by the donors in others. For example, Tanzania and Uganda are driving the JAS process, while in Zambia and Ghana, it is an almost exclusively donor process (Cox et al. 2006; Ghana interview). It remains to be seen which approach is more likely to reap dividends, though the evidence from other aspects of the CLA would suggest that more sustainable progress is likely to be seen in Tanzania and Uganda. 

It should be noted that, like many other aspects of the CLA agenda, a significant amount of time can pass between the adoption of an aid policy or donor management plan and the formation of a mutual accountability mechanism. The process took over ten years in Tanzania for example and there is still considerable work required to ensure that it remains functional. The development of Rwanda’s aid policy and Mozambique’s Memorandum of Understanding (MoU) with the donors have also taken a significant period of time and neither country yet has a fully functioning mutual accountability mechanism (OECD/DAC, 2006a; Burall, 2006).

Some current donor practices act against mutual accountability. For example, the lack of delegated authority from the head office prevents country offices making commitments. This in turn makes accountability harder to achieve. Poor information flows between donors and governments can make the identification of poor aid practices harder to identify. Finally, some governments are not engaging seriously with the aid effectiveness agenda. This makes it unlikely that donors will take their own commitments seriously either (Cox and Thornton, 2006). 

Some governments are concerned that the changes in behaviour, requiring changes in systems, procedure and culture, demanded of donors by the PD is not happening fast enough. There still appears to be a predominance of a disbursement imperative rather than one for aid-effectiveness. Greater commitment by both sides requires them to commit resources. On the donor side the commitment is taxing, partnership requires time yet scaling up will generate pressure on donors to deliver more with less. The implications for the CLA and aid effectiveness agenda will need to be examined carefully (Cox and Thornton, 2006)

The PD offers no sanctions for non-compliance with mutual accountability mechanisms, and the nature of the aid relationship for the most heavily aid dependent countries makes mutual accountability more challenging. There is evidence though that efforts to improve H&A have led to maturing of the aid relationship in some countries based on clear principles, mutual commitments and transparent review processes. None of these practices are general but demonstrate the potential of efforts to implement the PD within a broader CLA (Cox et al. 2006; Cox and Thornton, 2006). 

6.4 Impact of CLAs on poverty reduction

The emphasis on ownership, participation and increased government capacity to deliver are not ends in themselves. They are all expected to lead a stronger focus on and reduction in poverty. Despite the obvious importance of poverty reduction, there is relatively little evidence about the impact of CLAs on poverty outcomes, though more evidence is now being generated on outputs. This is for a number of reasons including the complexity of the PRS instrument and the weaknesses in national M&E systems. It is also the case that, despite the progress highlighted below, a good number of PRSs fall short of their founding principles in the way they are implemented and are therefore unlikely to have the expected impact. Finally, poverty is multidimensional in nature, there are a multitude of actors operating in any one country and countries are subject to a number of positive and negative changes to their external environments. This makes attributing specific poverty reduction results to the CLA approach hazardous, not least because it is not possible to observe the counterfactual readily (Booth et al., 2003; IMF, 2004a; World Bank and IMF, 2005; and Cox et al., 2006). 

Macroeconomic performance: The direct links between growth and poverty reduction are not clear; growth that is overly concentrated in a limited number of sectors can lead to deepening inequality as much as it can promote reduced poverty. The role of macroeconomic stability in ensuring that poverty does not deepen, or gains made in this area are not lost, is more obvious. It is therefore encouraging that there is some evidence that the impact of PRS process on macroeconomic performance is positive. Although PRS countries grew only marginally faster than in the period before the PRS process, they weathered the worsening macroeconomic environment in 2000 – 2002 better than non-PRS low income countries (IMF, 2004a) 

Focus on the poor: There are two critical questions to ask of the PRS process. The first is whether it has increased the focus of the plans themselves on pro-poor sending. The second is whether this focus has led to real increases in spending. The picture is positive but mixed in both cases. 

Most PRSPs are genuinely pro-poor in their choice of issues but not necessarily in terms of the way they target expenditure and service delivery either in geographically or between different social groups. While the focus of the majority of PRSPs is on areas identified as priorities, education and health for example, the picture about prioritisation on PRS priorities within sector is more mixed. Primary education for example has tended to benefit while primary health care has not (WHO, 2004; Alonso et al, 2004; Cox et al., 2006).

The task of analysing whether the PRS process has led to an increased share of the budget being spent on the poor is complex. Despite this, the current evidence indicates the share has increased, particularly in PRSP priority areas. Looking across PRS countries, the World Bank and IMF found increases in pro-poor expenditure averaging 2% of GDP between 1999 and 2004 for the 27 countries reaching the HIPC decision point. Emphasising the need to treat this data with extreme caution until more time has elapsed, a second study in the same year found that there is no evidence that the PRS process has affected the trend that already existed as a result of the HIPC initiative for increasing education and health expenditure. Though the study did note that the trend appears to remain positive (World Bank and IMF, 2005; World Bank OED, 2004). 

At the country level, the evidence is also cautiously positive. There have been significant increases in funding in absolute terms for PRS priority sectors in Bolivia, Burkina Faso, Cambodia, Tanzania and Vietnam, for example, as well as greater protection from in-year budget cuts. However, most of the increases were in capital investments rather than recurrent expenditure. A DfID Africa Department study found that there is limited evidence of greater poverty efficiency of expenditure particularly in terms of geographical distribution, though the situation may be better than it was prior to the PRS process (Alonso et al., 2004; DfID, 2005; Cox et al., 2006).

Outputs: While it is still not possible to identify the impact of the PRS process on outcomes such as maternal mortality or raised literacy levels, there is now evidence from the more advanced PRS countries that numbers of health workers and teachers, for example, are rising though there are some concerns that this expansion is leading to a decrease in quality. There is also a concern that the social sectors remain broadly inequitable and, emphasising a point made early, this issue has not been covered in most PRSPs. Improvements can be seen in the social sectors, including in water and sanitation, and the transport sector. Beyond this there is little evidence of improvement (IMF, 2004a; Cox et al., 2006).

7 DfID approaches to CLA 

Country led approaches lie at the centre of DfID’s development assistance policies. Hilary Benn’s foreword to the recent White Paper (DfID, July 2006: 1) states that:

“Each country needs to decide its own economic and social priorities, and the best people to hold governments to account are those who live in the country and are most affected by its decisions”.

There are three key dimensions to the country led approach as pursued by DfID: 

· Empowering poor countries to define their own approach to tackling poverty. This entails working with governments, representative bodies, the poor and other excluded groups to build a shared vision of how to reduce poverty, and deepen government accountability to citizens for delivering on this vision. 
· Forming development partnerships based on constructive dialogue and respect for national policy-making processes and systems. 
· Delivering aid in ways which support national priorities and strengthen national systems (DfID, February 2005). 

In this section of the report, DfID’s policies and guidance on the country led approach are examined by summarising its implications for conditionality, aid instruments and aid effectiveness respectively. 

A country led approach to conditionality: DfID’s conditionality policy
 was released in January 2006 and is therefore in the process of being implemented. The policy makes it clear that the policy is trying to establish a balance between ensuring that aid is used effectively for poverty reduction, for strengthening the leadership by countries of their own development and making aid more predictable to ensure that governments can rely on it when making their plans for public expenditure. DfID will not attempt to impose any policy choices on governments, conditionality should instead result from dialogue with the country. It also acknowledges that using conditionality to micro-manage government reforms can undermine the predictability of aid and prevent governments developing flexible and responsive approaches to policy implementation. At the same time, the policy maintains that a certain level of conditionality is necessary to ensure that aid is used effectively for the purposes intended, not misused through corruption, and that it can be accounted for to the UK parliament (DfID, January 2006). 

In deciding how to provide assistance to developing country partners, DfID seeks a commitment from country partners to three sets of principles: 

· Poverty reduction;

· Upholding human rights and international obligations; and

· Improving public financial management, promoting good governance and transparency, and fighting corruption. 

An assessment of the partnership principles will also be informed by a country governance assessment looking at the capability, responsiveness and accountability of the state (DfID, July 2006). 

Country offices are advised to communicate to partner governments that a violation of any of these commitments might lead to aid being interrupted, reduced, suspended or delivered in a different way. Specific conditions may be attached to DfID’s country programme to underpin these commitments and progress against them will be assessed using benchmarks. Partner governments are told how progress will be assessed and how decisions will be taken to reduce or interrupt aid. These understandings are recorded in the Country Assistance Plan (CAP) and in a text jointly agreed with the recipient government e.g. a multi-donor MoU, a bilateral partnership arrangement, an individual aid agreement, joint minutes of aid talks, or other ways.

Periodic assessment of progress is made by DfID to determine whether there is a continued commitment to the partnership principles, to inform discussions with partner governments about progress towards poverty reduction objectives and appropriate aid instruments, and to assure UK citizens that aid is being used well. 

The commitment to the partnership principles is assessed using a set of benchmarks agreed in advance with government and often with other donors as well, with the aim of providing a transparent indication of what aid and national actions are expected to achieve and to provide a focus for donor-recipient discussions. 

Country offices are advised to keep the number of benchmarks low and ensure they are drawn from existing policy documents. Where possible, the assessment of progress should draw on an existing domestic review process. If the latter does not exist, the same benchmarks should be adopted across the donor community to reduce the monitoring burden on government, but DfID should work proactively towards drawing from a national process over time. For instance, the commitment to strengthening public financial management should draw on the country’s own data sources or existing diagnostic studies and new studies should only be commissioned in exceptional circumstances. 

Success or failure at meeting benchmarks should not lead automatically either to triggering disbursements or interrupting flows of aid but should instead prompt discussion with the partner government about progress and constraints regarding the implementation of reforms. However, a persistent failure to achieve results would lead to a review of whether the partnership commitments are being breached. DfID considers a breach to have occurred if:

· A country moves significantly away from agreed poverty reduction objectives or outcomes or the agreed objectives of a particular aid commitment; or

· A country is in significant violation of human rights or other international obligations; or 

· There is significant breakdown in partner government financial management and accountability, leading to the risk of funds being mused through weak administration or corruption. 

Exceptionally, a single event which was not anticipated as a condition or monitored as a benchmark might be considered a breach if it is sufficiently serious in nature. 

In some cases, specific conditions are also defined relating to the three partnership principles either at the level of the country programme or aid instrument. These should not be used to impose policy choices on partner governments, but where governments have identified their own policy approach for poverty reduction, steps towards implementing a particular policy could be used as conditions. Assessments about potential breaches should take a long-term perspective, be supported by political analysis and informed by discussions with both government and NGOs. 

The process to go through when considering whether partnership agreements have been breached should be agreed with partner governments in advance and wherever possible, it should include a substantial period of transparent assessment and discussion. Wherever feasible, harmonised approaches should be adopted with other donors, led by multilateral organisations. The response to a breach should be proportionate and graduated, but could relate either to future aid commitments or in exceptional cases, to in-year disbursements. Decisions are made on a case-by-case basis drawing on all available evidence. Suspension, delay or withdrawal of an IMF or World Bank programme does not automatically represent a breach of the partnership commitments (DfID, July 2006).

A country led approach to aid instruments: Aid instrument choice and design is seen as an iterative process by DfID, built around its country assistance plan and subsequent annual reviews. The aim is to maximise the impact of all donor efforts in a given country or region and minimise the fragmentation and transaction costs of their aid. This involves assessing how priorities are taken forward by partners; how DfID might support other partners’ aid and non-aid inputs; and the full range of interventions that DfID might adopt – internationally, regionally and at the country level – as well as the relative costs and benefits of each. Country offices are encouraged to work with other partners through e.g. joint assistance strategies, co-financing, pooled funding, and delegated co-operation. 

The key considerations for aid instrument design and choice are: 

· degrees of alignment to government policies and systems; 

· choices of entry points, including civil society and the private sector; and

· degrees of harmonisation with other donors. 

Alignment is understood to include both using national policies and plans as a basis for providing support, and using state systems to deliver assistance. The degree of alignment to government is determined by the extent to which policies, budgets and systems (at both central and local levels) are judged to be legitimate, efficient, effective and subject to adequate financial controls. Where it is not possible to use government systems, donors are encouraged to engage in shadow alignment – this is the process by which projects are funded that follow Government policies but funds are channelled through non-Governmental routes. Addition support is required for a longer-term strategy to address constraints and move closer to government systems over time. 

Entry points should be chosen by DfID and development partners through appropriate analysis and dialogue with government and donor partners. In terms of institutions, DfID may choose to work with different levels of the state (national, state/provincial, local) and different bodies (e.g. executive, legislative, judiciary). Complementary and strategic support should also be provided to non-state actors and possibly to regional or international bodies. The key funding channels are DfID’s bilateral programme and regional and global funds. 

Harmonisation operates at programme level e.g. joint assistance strategies and joint country offices, as well at instrument level e.g. joint instruments such as budget support MoUs, pooled funds, co-financing. DfID recognises that country programmes neither can nor should be involved in every sector and the CAP process and ongoing dialogue with partner governments and donors should be used to decide where to engage. Delegated co-operation or silent partnerships are options in overcrowded countries and sectors or where DfID has no bilateral presence. Government views should be responded to in decisions about these arrangements. 

Poverty reduction budget support (PRBS) is provided by DfID in support of a government policy and expenditure programme whose long-term objective is poverty reduction. It is spent using government financial management, procurement and accountability systems, and it is transferred to the general exchequer or an account over which the government has authority. It should be provided in a three year rolling framework to coincide with most government’s planning horizons though some may have longer term horizons than this. PRBS commitments and disbursement plans for the forthcoming financial year should be communicated to government during the budget formulation process at a time and in the form needed for finalisation of their budget. Full disbursement should take place in the first six months of the partner government’s financial year, although in high risk environments two disbursements may be planned. 

Future PRBS commitments (for years two and three of the medium-term expenditure framework) will be divided into two components:

· A core component of committed aid which will only be varied if there is a breach of the partnership commitments. This will be larger in countries where DfID has an established relationship and the partner government a strong track record. 

· An indicative commitment which is not committed aid. The extent to which this will be confirmed depends on performance against benchmarks and effectiveness in absorbing aid, as well as the overall resources available to DfID. 

Sector budget support (SBS) is earmarked to a particular sector or programme, and may be transferred a sector specific bank account. DfID recognises three broad approaches to earmarking of SBS:

· Real financial earmarking, where conditions are used to ensure that aid is additional to the government’s own contribution to the sector;

· Notional or virtual earmarking, where SBS funds are associated with a particular sector through then focus of dialogue, monitoring and specific conditions; and

· Results earmarking, where funds are linked only to achieving and monitoring particular results. 

In deciding whether PRBS is an appropriate form of financial aid, DfID considers three criteria: (i) partner government commitment to poverty reduction, (ii) commitment to measures to address fiduciary risk and corruption, and (iii) a judgement that the net benefits of using PRBS will outweigh the risks. When these circumstances are not in place, DfID may still provide financial aid to government but in other ways such as through parallel systems and more or less stand alone projects, though all aid should remain on-budget. Alternatively, grants and other aid to non-government actors can be provided through a range of mechanisms, including country level challenge funds, umbrella programmes, funding of networks, alliances and consortia, country level agreements with international CSOs, and discrete projects and TC. Support for the private sector is a further option and provided through regional and global funds. 

Country led approaches also inform DfID policies related to other instruments and approaches. TC should if possible use the procurement systems of the partner government, be pooled with that of other donors, and be managed and monitored by the partner government. Policy engagement should take existing government commitments as its framework, support government efforts to analyse policy options, and involve joint working with other donors and non-government actors. Programme-based approaches should be led by the host country, involve a formalised process of donor harmonisation and co-ordination for monitoring performance, and increased efforts to use local systems. Similar policies apply to sector wide approaches, pooled finds, and social funds. DfID acknowledges that global funds and partnerships have the potential to distort country led approaches. 

A country-led approach to aid effectiveness: DfID‘s response to the PD is a medium-term action plan on aid effectiveness. The action plan emphasises the importance of strong, assertive country leadership and building support around partner countries’ own plans and priorities. It also underlines the significance of joint operations such as pooled support and pooled capacity building, and moving forward with innovative approaches in joint programming, strategies, offices and staff sharing. Finally, it emphasises the need to agree a better division of labour between donors at sector level. Further areas are identified where DfID and others could do more if they were prepared to be more ambitious. These include selectivity and aid allocation to countries, strategic resource allocation to multilaterals, and strengthening donor accountability on aid effectiveness. 

7.1 DfID Country-Office Experience

The ODI team conducted telephone interviews with staff from DfID country offices in Ghana, Nepal, Uganda, Vietnam and Yemen in order to understand how DfID is implementing the CLA in different contexts.  

As a result of their limited duration and the small number of DfID country office staff involved, the interviews could not comprehensively cover either the issues raised or the full range of potential issues which could have been raised. The insights generated have not been checked against the views of other aid partners in country and therefore must be seen as reflecting the views of a relatively small number of DfID staff. Nonetheless, we believe that the interviews do offer a useful insight into the impact of DfID’s attempts to implement the CLA as well as some of the challenges which still need to be addressed. 

This section provides a short synthesis of the key issues raised during the interviews. Extended summaries of the interviews are included in annex 10 below. 

General Budget Support: The Ghanaian, Ugandan, Nepalese and Vietnamese country offices all reflected on the value of GBS and its potential to promote leadership, but in different ways all highlighted tensions and challenges.

The first reflection is that the context is critical for making the decisions about which aid instruments to use as well as the form that those instruments should take. Country offices are, in general, placing emphasis on ensuring that PFM systems are strong enough before implementing full GBS. In Vietnam, GBS is seen as an instrument which has lower risk than a number of others, particularly due the increased oversight of the national budget by Parliament in recent years. DfID has moved to providing 70% of its ODA through GBS as a result. In Uganda, the strong connection of the PEAP to the financial and budgetary frameworks, particularly the MTEF, has helped facilitate the provision of ODA by GBS by a large range of donors. 

In Ghana, the country office sees GBS as central, but greater concerns than in Vietnam or Uganda remain about the government’s PFM systems. Faster movement to GBS will require a series of ‘flanking measures’ such as PFM and public sector reform. Until this occurs there will be a mix of sector support and GBS. PFM reform is therefore a priority for DfID next year. The country office noted that an ongoing evaluation is indicating that budget support is very predictable and this is in part because the donor group is very tightly knit. 

In Nepal other factors were at play. The country office noted the relative strength of the country’s PFM systems, but, because the government is unable to deliver services to the majority of the country, GBS is not appropriate. Sector support and NGOs are used instead. In addition, some aid instruments have been developed in parallel to the state institutions as it is the only way to provide support to rural communities. The current political changes which are occurring offer the possibility that GBS will be at 60% of DfID’s budget by 2010. 

The Vietnamese PRSC contributes only 2-3% of the national budget, yet donors feel that it has high value because it enables them to build cross-government and cross-donor dialogue, it reduces transaction costs and is clearly appreciated by the government itself. 

Strengthening government systems: PFM reform can falter for a number of different reasons. Different strategies will need to be developed to deal with this. In Ghana PFM reform has a poor track record, so much so that donors have effectively stopped providing TA in this area. DfID is trying a different approach and is trying to let the government lead the process. It has convinced the World Bank to fund this area again through a basket fund. Money will only flow based on results. This is not backed by other donors and is a risk. This approach of creating basket funds managed by government to support its own programmes is becoming more common in Ghana. It is inevitably slower than if external experts are brought in, but the expectation is that it will lead to more sustainable results.

PFM reform in Yemen is a major issue because of its poor quality and the lack of government commitment to ensuring its improvement. Donor support in this area has historically been fragmented and duplicative. This has not been helped by uncoordinated demands for assistance from the government which further fragments donor provision. DfID has focused on helping the government to generate a comprehensive action plan. This is now providing the basis for donors to align their PFM support. To ensure this outcome DfID has also had to actively engage with donors to persuade them to use the plan. This strategy has not been entirely successful due to a lack of engagement with the plan by the World Bank. This highlights a wider point that individuals are critical which is picked up below. 

In Nepal donors have focused on strengthening the capacity of the Ministry of Finance and the National Planning Commission in the past. This has resulted in strong capacity within these ministries, though challenges remain as a result of staff movements. But, outside these two ministries there appears to be little awareness even of the budget process. No reflection was made during the interviewees about the implications of this. 

One of the key issues highlighted during the interview with the Yemen country office is the poor capacity within the government for macro-economic planning. Given the falling oil revenues, this has become a key element of DfID’s programming. At first glance counter-intuitively, DfID funded two economist positions within the World Bank and UNDP in order to provide a better macro framework and growth strategy to which donors can align and work within. This indirect route was taken at the time because it was felt the MoF was not ready for direct support but there was a desperate need for creating capacity in country. It is too early to tell whether this has paid off, but the hope is that the increase in the general quality of debate and discussion around macroeconomic issues and the macro framework will contribute towards generating country leadership. 

Despite the substantial gains that Uganda’s PEAP has brought, there are concerns about its performance in relation to the PRS principles. An example was given to highlight one tension in relation to the way donors try to strengthen government capacity to plan and manage the development process. The PEAP requires significant capacity to service it effectively, in terms of annual reports and updates every three years for example. This would be impossible without a unit in the MoF funded by donors and staffed by technical experts on salaries much higher than normal civil service salaries. This raises clear sustainability issues. 

In Uganda there has been slow movement in public sector reform. The government is attempting to resolve the wage situation and all key directors now have contracts and have been trained. It is clear though that this reform process will take a long time. 

Harmonisation: The agreement of Joint Assistance Strategies is one way to try to harmonise donor activity, but in two of the case studies the same issue appears to have arisen. The Ugandan JAS was agreed in 2005, while the draft of the Ghanaian JAS is now completed. In Ghana, this process was run by the donors explicitly to try to speed it up. In both countries there are now issues with the government’s engagement with the JAS. In Uganda the government resisted the development of the JAS and is now resisting its implementation. In Ghana, the draft JAS now requires the engagement of the government to agree an aid policy for the management of donors. The government appears not be engaging with this issue, perhaps because the incentives for it to do so are not apparent. The Ghanaian country office noted that they were considering developing a peer learning process by involving the government of Tanzania to help explain how a JAS and associated aid management process can be helpful. 

Yemen demonstrates that joint programming can be achieved without a formal JAS because there is extensive informal collaboration between a number of donors including some of the bilaterals, the EC, the World Bank and UNDP. This informal collaboration has resulted in a number of silent partnerships. There have been tensions though because it relies on specific individuals within other donors; personnel changes can create problems.  In addition, there have been particular problems around some donors not managing DfID resources well or with mismatches between different donor systems. This suggests that a more formalised process might be helpful. 

Developing structures for donors to develop dialogue is an important element of the harmonisation agenda. In Vietnam the PRSC provides a structure for non-financing donors which allows for coordinated dialogue along a broader range of priorities than just macro-economic reform. There is evidence that some donors are financing the PRSC in order to keep their issues on the agenda. 

DfID in Yemen has invested heavily in the harmonisation agenda including supporting the government to develop systems, structures and policies to manage donors. In addition, DfID had directly engaged with other donors in order to create better coordination and to attempt to dominate in sectors where there are major H&A problems. This has been explicitly to create space for Government leadership in this area as well as to prevent donors distracting or fragmenting nascent Government leadership and strategy. The main platform for DfID support has been through the Aid Harmonisation and Alignment (AHA) unit funded via UNDP. This unit includes staffing salaries, TA and support to the development of an aid policy, action plan as well as a donor assistance database. All H&A activities have been rolled into this, including the work on the Fragile States Initiative, of which Yemen is a pilot. This programme is felt to have had a major impact on donor activities. Significant changes in donor programming are happening and are currently being implemented. 

This has been made possible due to an unusually high level of government interest in this area, which has resulted in major leadership emerging at a number of levels in the MoP. Speculatively, this degree of leadership could have been generated by a combination of the government knowing it needs to increase aid dramatically, as oil is running out, and an awareness of issues around aid effectiveness issues.
Both Uganda and Vietnam illustrate a central tension in the harmonisation agenda; that of how inclusive to make the process. Despite the strengths of the PRSC as an instrument in Vietnam highlighted above, there are some tensions which result from involving a large number of donors. In particular there is the risk that new comers to the fund might wish to increase conditionality in order to see their priority issues placed on to the agenda. So far this has been resisted as a result of strong World Bank leadership. This point is picked up below. 

In Uganda these fears appear to have been realised. The formal PRS process appears to have been imposed on top of the PEAP. This has skewed dynamics towards serving donor needs. It has made the document broader, reflecting the imposition of more priorities by a larger donor group. This in turn appears to have affected government ownership and leadership of the document. Neither country office provided any reflection on strategies to deal with this issue of how to resolve tension between the pressures to include more donors in the process over the pressures that this brings to include more priorities. 

DfID in Nepal highlighted the donor code of conduct which was developed by the Consultative Group for the education sector. It was cited as a real achievement in relation to harmonisation and as a potential model for use in other sectors. This may provide one strategy for promoting increased harmonisation. 

Alignment: In both Uganda and Nepal, political developments are making alignment harder. In Uganda, the transition to multiparty politics has also highlighted this challenge. Political parties are now more active in promoting different poverty reduction policies for example. Policy alignment is challenging when domestic politics becomes fragmented.  DfID will require significantly more human resource input to build and maintain policy alliances with an increased number of parties and other domestic leaders. Country teams generally combine people with technical skills in accountancy, budget or project management and people political analysis and diplomatic skills.  In a policy environment where there is a single party and strong CSO policy alignment internally, international policy alignment will require an increased proportion of technical aid management skills. Where internal country policy making is more diffuse through multiple parties, manifestos and civil society interests, international alignment may require an increased proportion of political negotiation and diplomatic skills

In Nepal, now that the Maoists and a loose coalition of various political forces have signed a peace deal, there is hope that there will be an electoral process leading to the formation of a legitimate government. The challenge for DfID is when to begin the dialogue process about developmental priorities. If this dialogue is begun too early then there is a risk that it will not be seen to be legitimate or inclusive. 

The situation highlighted in Ghana of poor PFM and planning systems should be helped by the fact that donors will announce how much money is available well before the budget is due. This is an achievement in itself. 

Development of country leadership: Donor policies and procedures can make the development of country leadership difficult. In Ghana for example, the donors have previously developed the framework guiding GBS, in principle drawing on the GPRS, but in practice including their own priorities. This year the government was invited to draft its own framework and proposals, but was too late in doing so. The World Bank, under pressure to meet a Board deadline for approving funds, created its own framework. The donors have agreed to try again for next year and to give the government more time. 

This challenge of donor procedures causing problems is occurring in Yemen too. The 2005 APR is still not completed, yet the World Bank needs it. The delay means that in practical terms it has little value in planning terms; in addition it has 300 indicators, many of which are not being monitored effectively. But, because of the needs of the World Bank, the exercise is continuing thus distracting the government. 

These examples highlight one of the challenges for DfID around the alignment agenda and the CLA more generally, while some donors are able to step back and allow country leadership to develop, others are unable to do so. The challenge therefore is how to deal with this problem. 

Nepal is clearly currently entering a challenging phase as new political actors join the debate about development priorities. The DfID country office is concerned that the other donors are attempting to focus the government’s attention on the H&A agenda, rather than what it believes should be its core agenda of peace and stability. Government capacity in post-conflict situations is inevitably weaker than in other development contexts. There is a lot that donors can do themselves around the H&A agenda without the involvement of government. This will help to prevent the distraction of the government from its core development agenda. This raises the issue of what strategies are best developed to deal with a donor group that is demanding government time for non-core issues? Is it better to spend more time on donor coordination, or with the government in building up its capacity to develop its own priorities and policies? 

Despite the challenges, leadership is developing, albeit slowly. In Ghana for example, the government is now co-chairing a number of sector working groups and this can be expected to continue. 

The role of individuals: A number of times in this section already we have reflected the views that individuals are key to the success of particular approaches by DfID, or conversely can have a negative impact. In Ghana for example, DfID noted that there was a strong corporate feel to the donor group, but that this was down directly to the individuals concerned. The fear was expressed that should individuals in other donors be moved on this might no longer be the case. 

In Yemen we have already reflected the challenges posed by World Bank staff not engaging with DfID’s attempts to consolidate PFM reform. We have also already noted the point that informal joint programming appears possible in Yemen as a result of individuals within different donors and that as these individuals change, problems can arise. It is not just on the donor side though that individuals are important. DfID staff in Yemen felt that although the PFM reform is paying dividends by increasing government focus on the issue, this commitment can waver with ministerial changes.

The centrality of individuals to the CLA should perhaps not come as a surprise given that much of the work depends on strong and ongoing relationships between the staff of different donors as well as between the staff of donors and government. This points to the need for a particular skill set for DfID staff. Staff will be needed who have negotiating and networking skills. The pressure on DfID over headcount could lead to the situation where there are less staff to assess the fiduciary risks of planned activities and as a result may become more risk averse.   
Tensions between the CLA and other donor priorities: The case studies highlight some tensions between the CLA and other donor priorities. 

For example, we have already described how in Nepal donors are providing sector rather than general budget support as a result of the current lack of ability of the government to deliver services to the majority of the country. In addition, DfID is making use of NGOs to deliver basic services to communities outside the reach of the government. One impact of this decision is that aid is fragmented. The consequence of this is that it reduces the ability of the government to monitor its budget making government leadership more difficult. 

In both Uganda and Vietnam, DfID is concerned about corruption. In Uganda it is trying to push the issue onto the agenda of the government, though there was no reflection during the interview about the success or otherwise of this attempt. In Vietnam the issue of corruption has gone much higher up the government’s agenda and so it is now focusing on the issue much more directly. This has given DfID much more scope for action than previously and it is now commissioning reports and analysis and providing these to a range of stakeholders in order to keep the issue on the agenda.

In Uganda there have been some concerns that the most recent PEAP process budget decisions have been based on fiscal imperatives and not on poverty reduction priorities. As a result, though the process involved significant consultation across a range of sectors including CSOs evaluations indicate that there are significant tensions between consultation and participation on the one hand and ownership of the process on the other. There was little communication about the decision-making process and so there is frustration that many ideas did not make it into the final document. One reflection made during the interview was that support to the relevant government ministry to communicate the decision-making processes early on would be helpful to the overall CLA. To emphasise what has already been said, there is also a need for DfID to be politically aware of the dynamics of these types of processes and the expectations of different actors. 

It was noted in both Ghana and Uganda that Whitehall spending requirements are not necessarily helpful for the CLA. In Uganda the Conflict Prevention Pools are not suitable for the type of multiyear projects required in northern Uganda because of their yearly funding cycles and focus at the level of the country rather than the region. In Ghana we have already noted that government led capacity building will take longer; the lack of roll-over of funds may create pressures. 

Findings and Recommendations

The CLA is not a tool or a modality; it is a broad approach which must be adapted to the country context. But, it is also not an all or nothing approach. A mix of instruments and approaches can be used depending on the situation; some will contribute directly to the CLA while others will represent a donor’s priorities in sectors where the government is not doing enough to deliver results. This presents DfID with the challenge of mainstreaming corporate priorities while allowing country offices the flexibility to adapt the approach to the particular context in which they are operating.

There are obvious tensions between the CLA and other donor priorities. For DfID the tension is most acute around the pressure to demonstrate clear results, particularly in the health, education, water and sanitation, and social protection sectors, as a result of scaling-up. The growing importance of the security agenda may create a similar tension, if not for DfID directly, then as a result of changes to the priorities of other donors. 

A CLA cannot be imposed by external partners; donors must work with country systems and institutions for planning and implementing strategy if the approach is to be sustainable in the long term. In addition, despite the obvious capacity gaps that exist in many of the countries in which DfID operates, it appears that capacity building is only effective when it is demanded by the government. The same is true for M&E. The evidence suggests that data generated by M&E systems is more likely to be used effectively in both policy planning and implementation if it is demanded by government agencies, departments and related bodies such as Parliamentary committees. The CLA cannot be imposed; stepping back and allowing space to the government to develop its own priorities is more likely to be effective in producing sustainable results. 

Government ownership appears to be one of the strongest predictors of policy implementation, not the extent of the participation by different groups in the development of the policy. Ownership appears strongest in the ministry responsible for the PRS process, usually the MoF or Planning, and weakens the further one moves to sector ministries or to non-PRS priority areas. Yet sector ministries are central to policy implementation. Effective ownership requires government capacity at both the central ministry level as well as within key government ministries. The newer PRS processes appear to be better at focusing attention on the improvement of core government systems, and the need for a strong strategic centre in government. DfID needs to continue its focus on building the capacity of core government systems. This will help provide the strategic centre which should help to enable planning across government to occur. 
The accumulated evidence suggests, particularly with the more recent PRS processes, that the approach is proving able to promote ownership, participation, stronger core systems, a better understanding of poverty by government as well as a greater focus on both strategy and implementation for poverty reduction. Programme based approaches, particularly budget support, appear to be helping this process. Yet progress is still uneven both within and across countries and most importantly of all it will take a significant period of time before clear sustainable results will be realised. The most recent reviews emphasise the need to maintain the effort already put into the approach and ensure that work being carried out to deliver results in particular sectors is complementary to work to strengthen central government as well as the CLA itself. Ignoring the impacts of donor activities in key sectors on the CLA runs the real risk of achieving results which are unsustainable beyond the short-term. In addition, it could also undermine the long term sustainability of the gains already being realised through the CLA as well as those that can be expected if the approach is continued and strengthened. 
There are two clear areas where further work is required: 

1. The first is in the area of Monitoring for Development Results (MfDR). While most countries now have indicators, for many these remain unrealistic, and data generated by M&E activities are not being fed back into the strategic planning and implementation cycle by the government. Building government capacity to collect and use M&E data more effectively is therefore important. 

2. The second is that few PRSPs are adequately costed. The links between the budget and the PRSP, while improving, are rarely comprehensive. This makes the hard choices and trade-offs at the implementation stage more difficult to make. This comes back to the need for a strong strategic centre in government with clear political support to ensure internal alignment with the PRS and related processes across the government system. Further work must therefore go into the area of core system development. 

It is important to note though that the CLA is a necessary, but not sufficient, condition for generating country ownership. The most recent reviews are clear on this point. Adopting the approach will make it more likely that genuine pro-poor country ownership will emerge, but it cannot guarantee it. This links back into the point that the CLA requires a long term investment by both donors and governments because, given the history of the aid relationship, genuine leadership will need time and space to emerge. 
A final theme in this area that emerges from the evidence is that, despite the weak capacity of government and the continued investment by donors into capacity building, most governments do not have a strategic plan for this area. Work by DfID to enable governments to strategically plan capacity building where demand is evident would therefore be helpful. 

This leaves DfID with the issue of what to do if a government sets priorities with which it does not agree, commits human rights abuses or otherwise diverges from key DfID objectives and values. This is one of the most challenging tensions facing the organisation; how to ensure that country systems are not undermined, that key poverty reduction targets are met while at the same time not rewarding behaviour which may threaten these self-same objectives. The move away from policy conditionality imposed from outside towards a more contractual approach based on the national development strategy is a positive step and must be maintained and strengthened as is the more recent move to multi-year funding frameworks. 

Two lessons emerge from the review with relevance to working in challenging environments. 

1. Firstly, DfID cannot be tied rigidly to the principles which underlie the CLA. There will be circumstances where the recipient government is unwilling or unable to deliver services where they are clearly needed, or the country may be one where it would be politically difficult for DfID to provide legitimacy to an illegitimate regime. In cases such as this, DfID should do all it can to maintain dialogue and shadow align where possible to ensure that there is a basis for more constructive engagement at a later stage. 

2. Secondly, central government ownership is not the entire picture. The most recent reviews focus significant attention on the role that broader politics plays in ensuring the long term sustainability of reforms and poverty reduction. Domestic politics can play itself out in at least two negative ways. Domestic political imperatives can lead a government to make policy decisions outside the agreed national plan. While lack of engagement of opposition political parties and movements can make the longer term sustainability of reforms less likely if power shifts during an election. The engagement by donors with the political process and key political actors will therefore be critical to the longer term sustainability of the CLA in most countries. DfID needs to pay more attention to the development of political knowledge and to engage with a greater range of political partners. As with the development of country ownership of the reform agenda, DfID cannot expect to build political ownership directly. The best DfID can do is work with other donors to help to create the conditions for broader political ownership of a pro-poor development agenda to emerge by working strategically and stepping back to create space as and when necessary. This point is picked up again in a more general recommendation at the end. 

The PRS process has led to a significant increase in participation within national policy making which is recognised as critical for ensuring broader ownership of policy as well as the vital injection of a pro-poor focus into the resulting policy. It appears though that, until recently, it has mainly occurred at the policy formulation stage and that a variety of factors mean that groups outside government are participating much less in the more downstream, implementation related aspects of the PRS process. Where participation is reaping dividends is in the broadening of the national debate about poverty and poverty reduction in the national strategy. But it is a blunt tool. The evidence suggests that it is most effective when it targets specific policy decisions and clarity is obtained as to who the key actors are to participate in that decision. Participation will also not necessarily lead to government ownership and may at times appear at odds with it. DfID needs to consider carefully how it approaches work to increase participation in order to maximise the impact of its interventions. 

The aid effectiveness agenda, which takes expression through the PD, is a critical one. Without harmonisation to reduce the transaction costs faced by governments as a result of a fragmented donor group, combined with alignment of donor programmes and aid flows to country policies and systems, the accumulated experience shows that sustainable country ownership will not emerge. Positively it appears that governments are now beginning to try to lead the aid relationship, with examples of aid policies being put in place in a number of countries. The evidence demonstrates that donor harmonisation, particularly in the form of CGs and SWGs is possible, but that this requires time, effort, networking and communication skills as well as the right combination of personalities amongst the donor groups. Difficult decisions are needed which can only be taken within the country context; should the donor group be small and consist only of like-minded donors, or does this risk the relationship with the wider donor group. This resonates with an earlier recommendation; DfID must promote the principle of closer donor working without imposing a particular solution across all offices.

Alignment is more difficult for donors; national strategies are rarely prioritised effectively which means that donors can nominally align without having to make difficult choices between actionable government strategies. A critical element of this puzzle though is the extent to which donors provide reliable information on financial commitments and the extent to which this leads to predictable in-year and between year funding. DfID must provide more reliable information about in-year and between-year financial commitments. 

The burden of transactions costs features as a critical part of the aid effectiveness debate, and where possible they must be reduced for the government. This may mean donors accepting increased costs as part of the solution. There is another side to this issue though. There is some tentative evidence that although some of the processes adopted as a result of the CLA require significant government, and donor, time, effort and money, the negotiations that occur as part of the reform are a critical element of the reform process itself. Some negotiations between ministries, between ministries and other layers of government as well as with civil society can help engender greater ownership and participation. This can be important for the long term sustainability of the reform. These types of transactions have been characterised as benefits. Distinguishing between transaction benefits and costs will be a critical element of the CLA as it progresses. 

Domestic accountability is a critical element of Paris. After a very poor start, the most recent evidence is that parliaments are becoming much more engaged with the PRS process, though their engagement does not always lead to additions of pro-poor policies in the resulting strategies. Despite the caution highlighted above in the paragraph about participation, civil society is beginning to play a role in some countries in both aid and budget monitoring. DfID should support the trends of increasing parliamentary engagement with the PRS process and civil society engagement in monitoring both aid flows and budgets. 

The development of mutual accountability mechanisms between government and donor has been much slower. This will take time and space. It is one of the many areas of the CLA approach that is ripe for irony; donors must not impose a mutual accountability mechanism. An endogenous mechanism will be more sustainable and be more likely to be owned than one that is imposed from outside. Where possible donors must try to create the enabling conditions for a mutual accountability mechanism to emerge, but then they must step back, create space for the government and wait. Developing a similar approach between the major donors will be critical so that when the government is ready to move, the donor community is able to act coherently together with similar objectives, rather than acting individually and risk destroying an incipient mechanism.

Nearly all of the recommendations point to the need for DfID staff requiring acute political sensitivity, particularly of the country context and the donor group in country. DfID country offices will still require the sectoral specialists to ensure that the advice to the government is sound, but in addition staff will require skills in networking, partnership development and communication. There is a tension between the recruitment freeze imposed on the organisation and the need for staff to spend more time building and maintaining relationships. The practice of moving staff around the organisation every few years brings new ideas and practices into country offices, but it also means that the in-depth knowledge required of the cultural, historical, political, country and regional context for the navigation of the in-country relationships will be difficult to build up by the international staff in country. DfID needs to consider making more use of local staff as advisors as they are more likely to stay in with the organisation in that country for longer and have good local knowledge and networks. DfID will need to develop a more explicit recognition of what skills and experience staff members from different backgrounds bring to the organisation. 
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9 Annex 1 - Reports from Country Interviews
The ODI team interviewed DfID country offices in Ghana, Nepal, Uganda, Vietnam and Yemen. The main points arising from the interviews have been summarised in section 7.1. Fuller summaries of these interviews are included below. 

9.1.1 Ghana

General context and background

While West-Africa is considered to be relatively unstable, Ghana is regarded as a relatively stable beacon in the sub-region. It has had four consecutive free and fair elections. Democracy appears to be deepening. There is rule of law, and civil society are relatively vocal in demanding accountability from the government. 

Economically Ghana has sustained a period of stability since 2000. The Government has recently developed a second poverty reduction plan, the Growth and Poverty Reduction Strategy (GPRS 11 2006 - 2009), which has donor support. Ghana is aiming to reach middle income status by 2015. It has made steady progress towards the MDGs having seen one of the fastest rates of poverty reduction in Africa in recent years. The north of the country is the poorest and poverty has also declined in this region too, though from a low base. HIV and AIDS control appears to be on track. Primary school enrolment is rising and reached 92.1% in 2005.

There are, however, further areas for improvement. For example, the improvements seen in the late 1990s in child health and life expectancy, have stopped rising recently.

General program notes

The Country Assistance Plan (CAP) 2003-2006 for Ghana has been overtaken by events and is no longer used by the country office. The donor group is in the process of finalising a JAS. In combination with the government’s growth and poverty reduction priorities, this will form the basis of the country assistance plan. 

DfID expects to provide £210 million in aid to Ghana over the next three years for the current assistance programme of which around 50% will be provided directly to the Government budget. This will form part of a multi-donor funding arrangement with other donors. 

The remaining assistance will be provided using targeted financial and technical support through government sector programmes including: education; health; reform of the investment; improved livelihoods; good governance, including PFM; and water. The country office will also pursue initiatives aimed at strengthening the voices of Ghanaian citizens in order to increase their ability to hold both government and donors to account.

Programme Analysis: Government, National Planning cycles

Things don’t always work, but it is worth carrying on. On the budget support side, the tradition here is that the framework guiding GBS, the policy measures that are the focus of dialogue, were always proposed by donors. These policies are supposed to draw on the GPRS, but in practice donors have put own interests into GBS framework. Government would then respond to these proposals and this becomes the basis of the negotiation. This year the government was asked to produce its own draft framework and proposals. What it produced was too late, not drawing on what had been discussed at sector level. This led to the World Bank to prepare own matrix. The commitment among the Development Partners (DPs) is there to put onus on government again to produce draft and then identify key priorities. Donors hope for significant improvement. Stronger messages are being given about need for process to start earlier this year. The impression was though that government didn’t mind that a donor put a matrix in front of them, it saved them time and enabled them to co-ordinate across ministries. 

Donor deadlines create tensions because government leading can slow the process down too much: In principle the World Bank agrees that what it did was not ideal for it to have produced the matrix, but time was running out and had to do it if it was to meet the deadline of the Board meeting and ensure that funding was not held up for a year or so. This illustrates the pitfalls in GBS and the difficulty of managing the setting of government priorities with the needs and priorities of the DPs. 

Delivering capacity building through CLA creates challenges: In terms of lessons learnt, the CAP had more focus on Technical Cooperation (TC), not the best way to deliver capacity to government, better to fund government led capacity building. Public sector reform dominated by government has a poor track record. There are too many programmes. The World Bank pulled out a few years ago. The new minister is not of the ruling party and has tackled some of the issues. But jury out as to whether the government will deliver. DfID convinced World Bank to come back into this area and decided to put money into a basket fund with World Bank as a risk fund. The money will go to the government. Want to see if the fund delivers results and money won’t flow with out results. Public Sector Reform not backed by other donors, so DfID taking a risk and wanting to see if government carries out the reforms and will only put more money if the government makes it work. 

More and more of this type of approach is being taken, more basket approaches with the government managing donor money to support government programmes. It has inevitably gone slower than if brought in more Technical Assistance (TA) consultants. We are committing money fast but not delivering money fast. We stepped back a couple of years ago and spent slowly, but more money coming. Don’t come under pressure at the moment from headquarters (HQ) because aid spends are up, but the budget is fairly full. In a couple of years this might not be the same, countries won’t develop and spend at the speed DfID wants it too. Budgeting is from April – March there is no roll over funds. Treasury pressure is a factor therefore. 

But public sector reform works, it is just slow: There has been some movement here. The government is attempting to resolve the wage situation, put all key directors onto contracts, made all the directors be trained. How long will it take to tackle an overpaid and overstaffed civil service? 25 year programme. HQ has to accept that this is a long term approach. The learning indicates that it is. 

In terms of the budget cycle: the good news is that DPs will announce well before budget how much money is available. From a budgeting perspective this is good. Bad news: budget system is chaotic, not as well developed as one would think, weak co-ordination capacity in the MoF. Parallel processes; donors at sector level discuss priorities with line ministries, then MoF discusses own priorities. Next year DfID will focus on this. PFM alignment is very high, and is centred on government own action plan, means between DPs and with government very high harm. 

MDBS is central but there are other things DfID can do: Beyond GBS the country office has a series of ‘flanking measures’, PFM and public sector reform in both cases in support of government action plans. There will be minimal TC, one off studies asked for by government, HIV/AIDS, support for CSOs, and a little private sector support. 

There are two types of PFM strengthening: Ignore PFM reform where donors involved because they want to reduce their own risk. 

Budget Support

Mix the modalities depending on the context: GBS will grow as a percentage of the programme, within that will be sector budget support. Does GBS help ministries, or does sector BS ensure resources for ministries. Prefer GBS where ministries able to plan and budget effectively. Ghana is weaker, so the argument is for a mix of modalities. MDBS is at 50% at the moment, could get to 80-85% by end of framework period.

MDBS promotes policy and dialogue space: External evaluation of GBS happening now. Feedback is very positive, government has used the GBS platform to dialogue with donors as well as for budget issues with line ministries. The weaknesses are in its own systems, MoF budget process, coordination across ministries. GBS used for sorting weaknesses. Government feedback said that structured dialogue on this helpful, also gave space for dialogue with line ministries. GBS in Ghana is only 10% of governments budget, the benefits seen here are similar to other GBS programmes which are larger. 

Is GBS predictable? Harmonisation is key: Two camps here. In Ghana it is an exception, the budget support programme has been highly predictable – the evaluation said that it is the most predictable because the amount disbursed cf commitments has been close to 100% for all years of the mechanism – 97% is lowest, some withholding of budget support this year but this will be less than 5%. Timing is an issue though. Donors have always promised to disburse earlier than actually have. In practice it has been in the 3rd and 4th, so annual high, within year room for improvement. What makes it predictable is that it is the most harmonised programme around, all 10 agencies use the same matrixes and come to same conclusions (few exceptions), going with the majority view. Even if some want to withhold this isn’t possible given harmonisation.

Aid/donor management

The idea of a JAS was first suggested in November last year, after last the last Consultative Group (CG) meeting. The process began in April 2006 and 12 DPs gradually joined. The deadline for completion of October has broadly been met with the first draft having been produced. One of things they intended to do during this process was to use existing dialogue structures to engage with government on the JAS, including the CG, sector and pillar working groups. It was clear early on that if they waited for it to be set-up and get running the process would take too long to complete. They therefore adopted a parallel process using semi-formal and ad hoc structures. This has probably worked. 

Government lack of engagement makes it take longer. Donors must wait: On the real crunch issues on which could make progress the lack of engagement by government has made it difficult to proceed. The deadline for the agreement of the JAS has been extended by a couple of months to give more time to the government to engage. The aim is to get an aid management policy from government. For example, how should the sector working groups work, are the terms of reference and detailed rules of how to appoint a lead donor acceptable? There has been no response from government to these donor proposals and the agreement of the government is necessary because donors can’t decide on their own on issues like these. It is the same for the mutual accountability arrangements as well. 

Creating space is hard for some donors: There is a real issue about when DPs step back, ‘we have done all that we can, now it is up to you’. Some donors would do it, others cannot. 

Alignment and harmonisation progressing: A few years ago much of total donor support was off-budget, now much more on. Much more joint funding, basket funding, CAP underplayed this, harmonisation greater now. The new CAP will be in 2007. This will have more selective programming because part of the JAS process is looking at comparative advantage of other donors. DfID is therefore looking for exit from some sectors and is and working with other donors to do this. Silent partnerships for example: European Union (EU) and Dutch in education represented by DfID, in health have a joint advisory arrangement, DfID works through Dutch health advisor, DANIDA lead in water, agriculture to Canadians, roads to EU. 

A possible solution to the lack of appearance of an aid policy: Donors have suffered from lack of clear aid management policies. It is not clear for the government what the incentives are for it to develop an aid management policy, structuring sector working groups etc. They are not clear what the benefits for them are. One suggestion is that this could benefit from a peer learning process, for example the Government of Tanzania to explain why taking control of aid management is helpful. 

Why is harmonisation so strong?: Heads of agencies level meetings are a close group, mirrored almost exactly by the GBS group (US sit as observers on this), this is useful. As is highlighted below, the DPs are a relatively harmonious group, but this appears to be down to the individuals. As people move on this situation might change. 

The CG meets and is very good. DfID and World Bank changed it to a much more focused debate about issues rather than being a pledging session. Government didn’t like this because it wanted to keep the CG as pledging session. What government doesn’t like is a results based CG, neither do some DPs. Government is beginning to see the value of this change now though because it is helping to ensure greater predictability of disbursements. 

In terms of sector working groups, new guidance has been agreed by DPs, one of big issues is how representative and powerful should a sector lead be? Need a more robust procedure for selecting them if they are to have more power. World Bank isn’t a sector lead at all for eg. Waiting for government agreement before this can be moved on. The guidance is quite detailed. Rationalised the number of sector groups too. The SWGs should fall under the three pillars of the GPRS – governance, human resource development and growth, but this doesn’t work yet. Discussions at pillar level should feed into the CG process. Then there are 7 cross-cutting groups, GBS, harmonisation working group, M&E for eg. At sector level the challenge is to get these groups working effectively with strong engagement with government and discussing the right issues and feeding into the cross-cutting groups. 

On the whole donors are fairly corporate, JAS started as 5 DPs, now have almost all engaged. Reasonably harmonious, but this is about individuals, USAID representative pushes the bounds of Congress to limit. If got a traditional USAID representative the situation would be different. Had a good IMF representative who was open, active World Bank rep, if these were to change it could cause problems. Have a problem with the EU, more personality than policy? But some policy might be being developed in Brussels. The African Development Bank (ADB) is the only rogue donor, need to be set up in country properly. 

Progress on harmonisation relying of government action as well is slow, but positive: Donors have developed a clear donor harmonisation action plan, kept the government informed but had no response. That said, the DPs and government have agreed concrete steps in the last couple of months – allowances for government officials on boards, donor free mission period before budget for example. This has been boosted by the PD and the commitment to harmonisation at HQ level. But there has been no meeting of the government harmonisation action group in the MoF in the last 6 months. The Bank has written to ask for this to happen. After Paris there was a big push on these issues, but now gone quiet. The ball is in the government’s court, DPs waiting for them to come back. 

Mutual accountability just beginning: DPs have committed to mutual accountability in the JAS. They have contracted a consultant to produce a framework based on other models. Want to get government on board, hoped that when got them involved in JAS then might engage them and civil society involvement in developing a mutual accountability mechanism. 

Government leadership is emerging: Looking at dialogue structures, in the past a number of the sector working groups were run as DP only. There is now a move to stop sectoral meetings like this and to ensure the engagement of government as well. They will be co-chaired by government and DPs. 

Fundamentally: the government has to take the lead. If the DPs act as one body the government is forced to make choices/ decisions. Prescribing specific aid instruments is not the point. Donors have to step back and let the government lead.

Other approaches and issues

There are challenges in engaging CSOs and Parliament but donor action can make a difference: There has not been so much CSO and Parliament engagement about GBS, but about monitoring of whole budget process. Government is making information available, but not much demand on the issues, government therefore doing the minimum. The government is making efforts to strengthen Parliament and to take budget discussions outside the capital before budget prepared. It is a weakness in the system here, civil society here including Parliament has been down-trodden, only last 2 and a half Parliaments where the demand for budget information has grown. Last year the budget was raised at the right time for the debate before end of financial year for the first time in Ghana’s history. This is partly down to the fact that DPs changed way given aid, through budget means that government focusing more on budget and interest increasing as a result. 

It is not possible to always follow the CLA: But there are areas where DfID has its priorities. It has pushed corruption because it was not high on governments agenda. Have to push the buttons that are important to DfID and then watch what governments response is. 

Staffing is a critical issue: The office is grappling with question of head count, and what does a country office look like in the CLA? 1. on average DfID’s adv staff are far better than staff from other agencies, DfID putting time into negotiating, networking skills and this shows when put against other agency staff. 2. as the programme develops there are a number of things they are going to look for advisors, quality professional skills, negotiation, networking and influencing skills. But DfID is under pressure on head-count which will make this very difficult to achieve. Less staff means more fiduciary risk and other risks. Staff will have to pick safer projects if they are to spend; pressure on head count will therefore mean more risk averse behaviour. 

The rest of Whitehall is creating problems: The bigger DfID’s budget then the harder negotiations with other ministries in Whitehall. For example, had Education, Dept. of Constitutional Affairs etc trying to spend development money. Education visited because trying to promote education world wide, NHS to learn from and strengthen Ghanaian health service. They have looked at DfID’s white paper and seen own responsibility. 

9.1.2 Nepal

General context and background: 

Nepal is a country characterised by high levels of conflict and low levels of human development. On the 7th to the 8th of November 2006, an historic peace agreement was reached by the coalition government and opposition Maoist groups. But Nepal is likely to remain a fragile state for many years.

Nepal is one of the poorest nations on the Asian continent with more than 30% of its population (7.75 out of 25.2 million) surviving on less than one dollar a day. Despite some improvements in poverty levels (decrease by 11 percent since 1996) wealth distribution is highly uneven and discrimination is widespread. Life expectancy rate is low (60.2%); only about half of the population (56%) aged 15 and above are literate and almost half of children under five (48%) suffer from malnutrition.

The peace deal announced last week is a result of negotiations that started in April this year when King Gyanendra under the pressure of a mass pro-democratic movement accepted popular sovereignty and reinstated the parliament after a year of royal absolutism. It is expected that the transitional government will expand the parliament to include the Maoists beginning on the 1st of December. The rebels have agreed to disarm and transfer their weapons under the UN supervision. In June 2007 the constituent assembly elections are to take place. The fate of the monarchy Nepal will be decided at its first meeting by simple majority vote.

General program notes: 

The DfID’s Nepal Country Assistance Plan (CAP) for 2004-2008 is based on a four-pillar approach:

· broad based high and sustainable growth;

· social sector development (emphasising human development);

· targeted programmes emphasising social inclusion; and 

· improved governance

This aligns in a policy sense with the Nepalese government’s ‘10th Plan’ (the renamed and reformed PRSP developed in 2003). It works broadly in five main areas: 

1. peace building, 

2. social inclusion, 

3. governance, 

4. livelihoods and 

5. basic services. 

In 2005 in the wake of the royal coup, DFID had to review its aid strategy in the country fundamentally (DfID Nepal Annual Report 2005), and halted moves to increase aid (as previously envisaged in the CAP). Given the peace deal, there is likely to be another review later this year after an inclusive government is created (ODI Interviews, 2006).

Despite the conflict and the political governance issues, the basic framework for the CLA was achieved in the late 1990s. A lot of work was done by the government at the technocratic level throughout the 1990s to develop planning capacity —supported by DfID and others through technical assistance in the Ministry of Finance. There was deep consultation to develop the PRSP May 2003. World Bank, IMF and DfID consensus that the process had been strong, of high quality and focused on the right areas - poverty, social exclusion and inequality. Although the document was considered a success, the challenge remained that the conflict prevented much action upon it — so it largely remained just a document. Therefore, while the architecture was always there emphasis has only now shifted to implementation.

Most support to the governance sector is channelled through the Enabling State Programme (ESP), which funds home grown initiatives for governance reform. 21% of the 2005 DfID budget was allocated to good governance programs and social inclusion, with most projects focused on anti-corruption, public financial management, decentralisation, and access to justice. DfID promoted the Basic Operating Guidelines for the best donor practices under the conflict conditions, which was a success as both the government and the Maoists agreed to abide by them in 2005. 

After the February 2005 state coup the police and prison reform and prime minister’s office projects were cancelled because the political situation in the country made it problematic for these projects to achieve their objectives. However, despite the limited opportunities during that period the Community Mediation Project, which promoted community mediation committees as an accessible means for local justice and resolving disputes, succeeded in transformation from a parallel structure into an institutionalised and legitimate form of dispute mediation with a September 2005 Supreme Court ruling endorsing them as such. 

Programme Analysis: Government, National Planning cycles

· lots of TA to MoF and national Planning commission

· Planning since early 2005 impossible due to coup, but prior architecture in place, and with peace deal, prospects are good

Development of Macro-capacity: There has been a distinct focus on building capacity in central ministries (particularly the Ministry of Finance and National Planning Commission). Capacity at the technocratic level is strong, although challenged by staff movements. There is however a distinct weakness of the sense of ownership outside of the government (the Ministry of Finance and the National Planning Commission) – or even awareness of central budget processes.

Policy space: State of affairs on many issues was pushed far back when the king took over the power in February 2005. It was difficult for donors to communicate with that government. Civil society in the meanwhile was preoccupied with human rights and political freedoms. After the restoration of parliament there has had a different working environment. Now the Maoists and the loose coalition of various political forces referred to as ‘government’ have signed a peace deal, the hope is that there will be an electoral process and an inclusive and legitimate government will emerge. There is a risk of starting the dialogue too early before there is an inclusive government to work with.

Non-central government leadership: There is a strong government presence in what they do, but civil society is an important target focus for the Nepal program — particularly given the government is unable to reach around 80% of the country. Working with CSOs to deliver basic services outside of Kathmandu is the only means of providing the services in rural areas.. DfID co-funds the ‘Rights, Democracy and Inclusion Fund’ with the Swiss Agency for Development and Cooperation to support the advocates of democratic change in the country.

Although civil society is very active in Nepal, other (non-PRSP) issues have dominated the agenda of the civil society organizations during the past several years (ie conflict).

Budget Support

The agency has used both sector budget support and support through the NGOs and the UN to finance the CAP. Full budget support has not been possible due to conflict and political instability. DfID country office is hopeful this will change in the wake of the peace agreement and a (swift) transitional government arrangement. Initial discussions are pointing towards implementing a target of 60% budget support by 2010.

Regarding the effects of fragmented aid in decreasing capacity of the state to monitor its budget and increasing volatility and unpredictability of budgeting, interviewees acknowledged that it does have an impact. However, given the present state of affairs, when the central government is incapable of controlling and providing basic services in eighty percent of its territory, other ways seems infeasible at present.

Aid/donor management

On the question regarding the capacity for more harmonised approaches among the donors and the instruments used for that purpose, the respondent explained that Nepal is an extremely fragile state and thus requires a variety and flexibility of approaches and instruments. In Nepal harmonisation has stayed mainly in sector support (especially in education and health) and is done through the government system, while some aid instruments have developed in parallel to state institutions since that is the only way to provide direct support to rural communities. It has not gone as far as direct budget support. The education sector CG has developed a code of conduct for donors and this is a real achievement which could provide a model for other sectors [NB this was to have been sent through to ODI but has not been received yet]. 
At the technocratic level, leadership in demanding harmonisation and standards of donor behaviour is strong. For instance, prior to 2004, harmonization was at the heart of the National Development Forum’s agenda. At this time, the government developed a document outlining their expectations for harmonised approaches, which the Government then, with DfID support, presented at the October 2006 conference on Aid Effectiveness in Manila. So despite the recent coup, and conflict and fragility constraining the space for harmonized approaches in the meantime, the architecture is there and it is expected that it can be built upon in the post-conflict period.

It is expected that the Maoists soon are to become part of the political mainstream through expansion of the parliament in December to include them and hence it will be possible to engage in a dialogue with the inclusive government. Looking at the reasonable degree of optimism there exist regarding the future political developments and taking into consideration availability of the qualified cadres (good technocrats) the prospects of promoting the CLA agenda look good.

The cooperation of the different donors in Nepal was characterised by the respondent as ‘ad hoc coordination’ rather than a joint strategy. One of the few positive things about the king’s rule period is the level of coordination among the donors over the past years. The focus now should be more on coordinating between the donors and the government at this stage

Tensions: ”However, this should not be distracting the government from its core agenda, which is peace and stability.”

DfID have not implemented Drivers of Change in Nepal formally, but have staff with a high degree of political awareness, experience and training, and so approach political analysis and supporting Drivers of Change intuitively. 

9.1.3 Uganda

General context and background:

Despite impressive macro-economic stability and growth over the past decade, Uganda remains highly poverty affected, with 38 per cent of the population living below the poverty line and a per capita income of around $300 per annum.

The National Resistance Movement government, led by President Museveni, has been in power since 1986. A referendum in July 2005 led to the adoption of a multi-party system and the Presidential and Parliamentary elections held on 23 February 2006 were the first multi-party elections in Uganda for 25 years. Incumbent President Museveni was re-elected with 59 per cent of the vote, while his main challenger, Dr. Kizza Besigye of the Forum for Democratic Change, got 37 per cent.

A longstanding 20 year old civil war has wracked the three districts in the North– Kitgum, Gulu and Pader. One estimate suggests that between 60-70,000 Ugandans, mainly Acholi, have been killed, and between 1.2-1.5m people are displaced and living mainly in camps (Ginifer 2006), responding to the mixed impulses of self-preservation and government compulsion. During this period, the rebel LRA under its leader Joseph Kony, has fought the UPDF and has also targeted the Acholi people through killings, abductions, particularly of children, rape and torture. The war has had a devastating impact in the north, with huge numbers of Internally Displaced Persons (IDPs), and the virtual shut down of agriculture in the region (with most farmers confined to IDP camps, or only farming on the margins). Further, a lack of government investment, targeting of children and human rights abuses by all sides, and the growth of poverty in the north, compared to other regions, has added to suffering (Ginifer, 2006). Halting rounds of peace talks and other peace efforts have been ongoing since 1997. In 2005, the ICC issued arrest warrants for five of the LRA’s leaders. The most recent round of peace talks appears to be stalling, and violence continues in many parts.

General program notes: 

DfID’s bilateral aid is currently set at £70 million in 2006/07. In 2004/05 and 2005/06, DfID provided £35 million in budget support, in support of the Poverty Eradication Action Plan (PEAP). In 2006/07 budget support will be maintained at £35 million. The other 50% of the projected budget is directed towards humanitarian assistance and conflict resolution in the north of Uganda, and project based support for public service reform, public financial management, anticorruption institutions, improved revenue mobilisation, health, HIV/AIDs, water and sanitation and decentralisation.

Programme Analysis: Government, National Planning cycles

Uganda is commonly understood to have a strong, indigenously developed poverty eradication plan. The development of the first PEAP in 1997 predated HIPC and the introduction of PRSs. It was also aligned with a strong budget process and MTEF.

The Government of Uganda first launched its PEAP in 1997 in reaction to the economic reform programme of the early 1990s which was thought not to have translated into real gains for the poor. It was first revised in 2000, and provided to the Governing Boards of the World Bank and IMF in May 2000 - it was then recognised as Uganda's PRS. In 2001, the Government of Uganda developed and published the PEAP Partnership Principles — which went on to inform strongly the development of OECD/DAC principles for engagement in fragile states. Subsequently, the PEAP has been revised once more. The PEAP received cabinet approval in 2004 and was discussed with the World Bank in July 2005. It covers 2005/06-2008/09. There is an annual review of the PEAP involving all stakeholders (Government, CSOs, Parliament, donors) which takes place at the end of the year.

PEAP revisions are usually led by Ministry of Finance, Planning and Economic Development (MFPED). Leadership at the bureaucratic level has for many years been strong, and donors have become accustomed to working at this level. The Prime Minister's Office, however, led the last PEAP development round, with consultation with sector working groups. The process is still highly dependent on the capacity of the MFPED, and, while staff within this department are highly skilled in financial expenditure maximisation, concerns remain that they are ill-equipped to prioritise across sectors, and the process has become overly technocratic. Moreover, in recent periods, and particularly since the February 2006 elections, there has been a growing disjunction between actors in what was once a tight alliance between the civil service, the government and CSOs. 

Parties at the political level have been much more active in promoting particular poverty reduction priorities. This, and a recent decision to institute a National Planning Authority (duplicative of former capacity in MFPED) means that planning capacity in the civil service has been stretched and civil servants, CSOs and donors alike are struggling to understand how budget allocations are being made. Interviews reveal in particular that it has been difficult for DfID country office to ‘keep up’, change habits (in negotiating at the bureaucratic level) and invest in the range of political relationships necessary to respond to multi-party politics, new manifestos and the concomitant resurgence of political debate over national poverty reduction. Policy alignment is significantly challenged when domestic politics becomes fragmented. It requires significantly more human resource input to build and maintain policy alliances with an increased number of parties and other domestic leaders. Donor bureaucracies’ country teams generally combine people with technical skills in accountancy, budget or project management and people political analysis and diplomatic skills. In a policy environment where there is a single party and strong CSO policy alignment internally, international policy alignment will require an increased quotient of technical aid management skills — where internal country policy making is more diffuse through multiple parties, manifestos and civil society interests, international alignment may require an increased quotient of political negotiation and diplomatic skills.

The PEAP is hailed as bringing significant gains to development management but that its performance in relation to several of the PRS principles - particularly ownership and partnership - is disappointing (Canagarajah and Van Diesen, DPR 2006). It is claimed by some that the overlay of formal approval by the World Bank of the PEAP as Uganda’s PRS is an influence in the process being overly technical, and skewed towards donor expectations and donor accountability (ODI Interviews, November 2006; Canagarajah and van Diesen, 2006). Moreover, servicing the requirements of the PEAP process (eg. annual reports, updates every 3 years) would be almost impossible without the existence of a Poverty Monitoring and Analysis Unit (PMAU) in MoF. This is donor funded and staffed by technical experts on salaries well above normal civil service salaries. There are clear sustainability issues here.

Domestic concerns surrounding the most recent PEAP process relate to budget decisions based solely to fiscal restraint imperatives rather than poverty reduction priorities. The process involved lengthy consultation across the full range of sectors, with CSOs and with donors. Evaluations of the process indicate that there is a tension between consultation, participation and ownership. ‘Many good ideas were generated through the process from a wide range of stakeholders – particularly CSOs, but not many people saw their ideas come to fruition. And there was little in the way of well communicated processes for decision making, which led to frustration.’ 

The PEAP ‘results and policy matrix’, developed by the Ugandan government, as part of the third PEAP, should make prioritisation clearer. The most recent revision more closely aligns than previous iterations with the preparation of sectoral and local budgets. This is a practical way of establishing strong commitment to implementation. Yet challenges remain. PEAP priorities have never been fully costed and so links with the budget aren't as strong as they might be.
Budget Support

The comprehensive PEAP, and its links to the MTEF and the Poverty Action Fund (a fund established through HIPC to ring-fence savings from debt relief to be directed towards poverty reduction), has paved the way for a large range of donors to contribute via budget support. Budget support has unquestionably improved the government's ability to negotiate with donors. (ODI Interviews, 2006). For instance, Uganda has taken positive steps to address the non-alignment of donor assistance that sits outside the PEAP or Ugandan Joint Assistance Strategy (UJAS) priorities, by pursuing the integration of all development partner funds into the budget process. (Canagarahah, 2006).

The fact that DfID reduced the proportion of its budget support in the last budget cycle, and now only provides half of its aid through budget support, is an indication of strong tensions between commitments to developing central government leadership and commitments to promoting human rights, ensuring humanitarian assistance, and supporting the peace process in the north.

Aid/donor management

The UJAS covers 2005-2009, in line with the PEAP III. ODI Interviews reveal that there has been resistance by the government of Uganda to the development and implementation of the UJAS. The US is uncommitted and acts independently of the UJAS, which DfID has found frustrating.
Tensions and issues: 
The UK Government’s Conflict Prevention Pools framework of funding with its yearly cycles and administrative demand, and country rather than regional focus, does not appear to be suitable for the type of multiyear projects undertaken in Northern Uganda (around peace building, human rights, humanitarian programs) that require longer time frames. [Ginifer, 2006]

Conclusions and lessons: Interviews and literature reveal that the overlay of the formal PRS process on the PEAP has skewed dynamics towards serving donor needs, and broadening consultation to the detriment of ownership and leadership.

Participation and consultation do not equal ownership. It may not undermine leadership in the short term (as decisiveness around budget priorities is an indication of leadership), but if expectations are disappointed amongst those consulted, and they have the means to oppose policy directions, this could lead to undermining leadership in central government. Aid actors would need to be constantly vigilant in respect of local political dynamics in this case, and shifting centres of power. Staffing country teams with political analysts and locally engaged staff with good policy skills should be a priority. Moreover, less reliance on PRSs as a product and more as a process would strengthen leadership capacity and space for policy dialogue. Support for governments/MFPED agencies to communicate their decision making processes early in the cycle of consultations/dialogue could be considered as a meaningful contribution to CLA.

9.1.4 Vietnam

General context and background:
Vietnam has an impressive track record of sustained pro-poor growth over the past 15 years. The number of people living in extreme poverty has fallen from 58.1% in 1993 to 19.5 % in 2004, and growth rates have averaged annually 6-7%. The government is characterised by strong leadership and good macro-economic performance. Some say this makes Vietnam ‘a safe bet for donors’ and ‘a suitable environment to be introducing new aid modalities’ (Cox, M., 2006). Vietnam typically resists conditionality and attempts to ‘buy reform’ — it has refused aid in the past (e.g. it allowed its 2002 PRGF with the IMF to lapse) and discourages policy dialogue with donors that attempt to bi-pass its internal processes of consultation and ownership development (Cox, M., 2006).

General program notes: 
DfID strategy in Vietnam is based on the national Comprehensive Poverty Reduction and Growth Strategy (CPRGS) published in 2002, which serves as its PRSP and is linked to its constitutionally mandated 5-year Socio-Economic Development Plan (SEDP). 

DfID is committed to country leadership in the Vietnamese government for the development process. DfID support focuses on three main strategic objectives, reflected in the CPRGS: 

· Fair, effective and efficient use of public finances; 

· Socially inclusive development and greater accountability to citizens; and

· Support to economic and social transition. 

Within the first two strategic objectives DfID aims to support government initiatives and agencies that seek to improve policy planning, budget allocation and accountability — for instance, MTEFs for a number of sectors and provinces, engaging communities and including the disenfranchised groups in the decision-making and budgeting processes to promote the grassroots democracy. They also support anti-corruption and accountability efforts.

DFID is committed to increasing the effectiveness of international aid efforts and advocates channelling resources into the government budget in order to support and strengthen the government development agenda and policies. Where it proves more sensible they would support other organisations and funding mechanisms to reduce the transaction costs. In Vietnam DfID works closely with the World Bank and the Asian Development Bank — particularly through the PRSC.

Programme Analysis: Government, National Planning cycles

Vietnam developed its first PRSP (the CPRGS) in 2002 and in 2006 merged this with it’s constitutionally mandated 5-year Socio-Economic Development Plan (SEDP). There is still considerable work to do to integrate the SEDP with the budget process and to improve provincial and sectoral plans within the framework of Vietnam’s decentralised system of government, but improvements have been made. Last year was the first time the budget was published, including the defence budget, and audit processes have been established. Vietnam overall is generally considered nonetheless to have strongly developed and articulated commitments to poverty reduction and proven effectiveness in this area.

Donors contribute to PFM via TA, programmatic support and project support. Vietnam has a strong and internationally credible process for developing its national poverty reduction plans.

DfID supports a joint program with World Bank, including support to develop MTEF frameworks and support to legal systems (e.g. organic budget and procurement law). Until recently, the governance program had had an almost exclusive focus on public financial management. It is now broadening to include accountability, corruption, and political governance. There is also a strong focus on anti-corruption — an area traditionally difficult to gain traction in with the Government of Vietnam. But given increasing government commitment to tackling this issue (it is seen to be a core part of party credibility at present) more scope for action is possible than has been the case in the past. Some of DfID’s activities in this area include commissioning reports and analyses and providing them to a wide range of stakeholders (e.g. donor group, government, NGOs, parliament - but not broadly in the media). 

Budget Support

Budget support is assessed as a low risk enterprise in Vietnam. Parliamentary oversight has been increased in recent years — the budget was published for the first time last year, including the defence budget. New audit and procurement legislation has been introduced, a new anti-corruption law has been passed, and surveys suggest fairly low levels of leakage. Indeed, importantly, evidence suggests there is a much higher rate of leakage from other program modalities (Cox, M., 2006).

DfID has been successful in moving from 0-70% budget support in a relatively short time period. The Poverty Reduction Support Credit is the main general budget support instrument in Vietnam. It is managed by the World Bank, has grown from 3 to 14 or 15 financiers over the 4 years of its existence, and has a number of innovative features, including:

· Lack of formal conditionality

· A structure for policy dialogue with non-financiers

· Disbursements related to performance across a basket of policy priorities and actions that is relatively flexible (so far disbursements annually have remained steady, indicating solid performance)

The PRSC is underpinned by a policy matrix that has become increasingly broad in focus over time. The first PRSC in 2002 was a traditional structural adjustment instrument — but over time has reduced in formal conditionality, and now includes commitments to socially inclusive development, anti-corruption, land reform and social protection. The PRSC accounts for 10% of total ODA to the country, and is integrated to Vietnamese systems (disbursements are made via the State Bank of Vietnam, and government systems are used for implementation, monitoring and auditing of expenditure, with no additional tracking mechanisms are used). There are some weaknesses apparent in the link between annual PRSC reviews and national monitoring, reporting and accountability mechanisms.

DfID earmarks its support to specific programs (e.g. Education for All Program). It wasn’t clear from interviews whether this was due to pressure to assign to MDG targets or whether it was the result of consultation with the Government of Vietnam and other donors to define complementarity in funding. Literature indicates that it is the latter, which is obviously more effective for reinforcing country leadership:

In preparing proposals for the policy matrix that underpins the PRSC, donors begin from Vietnam’s medium term development goals and work backwards to develop a set of recommended annual policy priorities and actions. While donors meet in advance to develop this set of recommended actions, the exact timing and sequencing is determined through discussion with Government. This is deemed to be a flexible approach by all stakeholders and to increase Government ownership of the outcomes. …Evidence of ownership is demonstrated by the fact that reforms the government has been hesitant about previously have still not progressed under the PRSC – for instance state owned enterprise reform (Cox, M., 2006).

Disbursements from the PRSC are linked to performance against policy outcomes and actions in the matrix. So far, disbursements have remained steady. DfID, the World Bank and Danida are the only donors to make multi-year commitments.

Aid/donor management

One of the strengths of the PRSC approach in Vietnam, that is unique amongst PRSCs in other countries, is the fact that it is open to non-financing donors (e.g. UNDP, UNICEF and WHO). This allows for coordinated dialogue and policy space at high levels, to complement more detailed analysis and dialogue in sub-thematic areas (Cox, M., 2006). It has also allowed space for policy dialogue along a broader front of policy priorities than the traditional macro-economic reform that has been the previous bread and butter of the World Bank. Interestingly, some donors have begun to finance the PRSC in order to keep their interests on the agenda, given the success it has had in promoting policy dialogue and agreed priority areas (Cox, M., 2006). Nonetheless, in order not to undermine country leadership, there would have to be strong restraint within the donor group to maintain interest, and refrain from increasingly conditionality, should some of these ‘new comers’ not see policy change in their particular area of interest. Evidence thus far suggests that this has been possible. Dialogue amongst donors has involved, at times, disputes and disagreements — for instance as some donors have wanted to push human rights and political governance, the World Bank has resisted due to its a-political mandate and to ensure the instrument remains country led. (Cox, M., 2006)

Tensions and issues with HMG/other processes in country: 
· Dialogue through the PRSC involves central government only (PRSC steering committee chaired by the Prime Minister with line ministry involvement). CSOs have little input at present. Neither are business associations directly involved, although there are alternative mechanisms that the Government uses to communicate policy developments that affect them.

· Some donors have been unwilling to commit to multi-annual funding, and have been late in their disbursements. Despite the policy and systems alignment potential of the PRSC, realities such as these detract from predictability of funding and the Government of Vietnam’s ability to integrate the PRSC with the evolving MTEF.

· There is not clear consensus in the Government of Vietnam on the costs and benefits of the PRSC modality. While many support the ‘one platform’ approach it facilitates, the level of familiarity with the approach outside central ministries is variable, and many have vested interests in traditional project approaches.

· The fact that between 80-90% of ODA is channelled through project based support makes coherence with strategic development plans difficult for Government of Vietnam to manage. Moreover the number of active donors maintaining bilateral ODA relationships is staggering – 25 bilateral and 16 multilateral (including 11 UN agencies) donors, conducting over 700 missions a year in total — around 14% of these being conducted jointly (ODI, 2006/07 forthcoming)

Conclusions and lessons
While the proportion of the budget the PRSC contributes to is small (2.3% of the national budget) donors nonetheless feel it is of high value by virtue of the fact that it gains them a foothold in important cross-government and cross-donor dialogue, reduces transaction costs, and the Government of Vietnam clearly appreciates a signal policy platform for negotiating macro-policy commitments. The fact that the instrument is open to non-financing contributors was also highlighted in interviews as a strong design feature.

Nonetheless, interviews and literature suggest there is room for improvement in the quality of policy dialogue — through encouraging higher level participation in the PRSC debates, for one example. There is also a persistent tension between promoting a country led approach and the wish to influence policy. There has really only been improvement in government performance in areas it is committed to — whereas movement in financial sector reform or environmental sustainability, priorities amongst many donors and CSOs but not the government, has been slower.

Multi-year funding commitments are seen to facilitate country-led approaches — DfID’s commitment in this area aligns with this.

9.1.5 Yemen

General context and background

· Unification/ brief Civil war 

· Peace settlement focused around division of oil revenues 

· Oil now running out

· Very low HDI, poverty levels of SSA

· Western security concerns around terrorist training camps.

Donor community: limited but increasing number of donors but spread of engagement by Western governments also includes counter-terror and other security interventions.

General program notes

DfID’s activities in Yemen are focused around the national reform agenda, the national planning system cycle and donor coordination. There has also been an influential Drivers of Change study. DfID’s whole programme is explicitly articulated in terms of a CLA. 

Programme Analysis: Government, National Planning cycles

Generally, DfID activities have been across the range of CLA-type activities but ad hoc and fragmented, supplied as uncoordinated demands came in. After the CG, the DfID programme aims to move towards a more integrated plan, especially consolidating efforts in relation to the GoY national planning cycle systems and institutions. The goal is to build of recent progress towards reform, and to drive a more comprehensive vision for government and donors. Efforts within the donor coordination/aid management area have been much more focused, particularly around the aid harmonisation and alignment (AHA) unit in the MoP.

Current programming components include a major focus on macroeconomic capacity (through World Bank and UNDP), some support to PRS processes and monitoring - including MDG, Millennium Project work - and a particular emphasis on PFM.

Macro capacity: Given the declining oil revenues and the very poor macro planning currently undertaken in Yemen, this is a key emphasis of programming. At first glance counter-intuitively, the approaches involve funding two economist positions within the World Bank and UNDP. This indirect route was taken at the time because it was felt the MoF was not ready for direct support but there was a desperate need for creating capacity in country. It’s too early to tell whether this indirect route has paid off but the hope is that the increase in the general quality of debate and discussion around macroeconomic issues and the macro framework will contribute towards generating country leadership. The main purpose of the support is to provide a better macro framework and growth strategy to which donors can align and work within. 

Government commitment was initially low within the MoF, while the MoP wanted the positions. This was a source of tension between MoP but was more around resources and turf. The more recent presidential interest in the issue means that there is now increasing traction within Government and interest and commitment to these issues. However the main source of tension in relation to macro capacity has been with other donors. The UNMP-sponsored macro framework (financed by DfID), which assumed a 7% growth rate on the basis that this was necessary to meet the MDGs in Yemen. The totally unrealistic growth assumptions of the UNMP model were then adopted by Government, derailing macro planning and causing major tension with other donors, particularly the World Bank. Unfortunately, the knock-on effects, in terms of the dialogue with donors, were substantial, were the undermining of credibility of Government around other policy and systems.

There were some initial queries by DfID HQ about why the economist posts were being funded inside multilateral institutions rather than GoY. However, the logic of this being an attempt to unlock some of the substantive restraints was eventually bought, as “pre-positioning for reform”. DfID has worked closely with economists from the Foreign and Commonwealth Office in London to make sure that they regard macroeconomic instability as a potential source of violent instability.

PFM: PFM reform is viewed by DfID as a major issue given the particularly poor quality of PFM and low level of commitment to improvement within GoY. This is a major component of DfID programming, which appears to now be paying dividends with far greater Government focus on the issues. From a position where the budget process was historically very closed, MoF is now willing to engage with donors. A significant future source of tension is likely to be its relationship to line ministries around PFM. The new high level of Government commitment wavers as ministers come and go. Donors are currently providing continuity in championing PFM reform.

DfID support to this area has generated a comprehensive and holistic action plan, which is actively providing a basis for donors to align their PFM support to. However, as yet, PFM systems are not viewed as strong enough for donors to systems-align with, in the sense of putting their resources through PFM systems. Donor support in this area has historically been highly fragmented and duplicative. The plan, combined with DfID’s focus on increased donor coordination around it, has managed to consolidate different donor activities within PFM. DfID has been playing major role in persuading other donors. However, the World Bank’s disengagement (because of change of staff) has proved frustrating and problematic since they are providing some of the most substantial resources in this area.

National Planning System: More general support to national planning system has been provided indirectly by financing UNDP’s support to the PRS unit in the MoP. Ownership of the PRS process does appear to be increasing with the recent merger of the PRSII with the 3rd five-year plan. This PRS was eventually merged with the 3rd 5-year Plan (Socio-Economic Development and Poverty Reduction Plan). While the production effort of the plan should be recognised, the plan needs improvement. The main remaining tension is, however, around the link to the budget, and the work required to turn the plan into a workable planning tool, and particularly the public investment programmes to the development budget. 

PRS Monitoring: DfID have specifically funded a follow-up exercise to the PRS. There is a significant underlying tension around the 2005 APR, which is still not completed and, in practical terms, has little value any more because of the delay. It is far too big - 300 indicators - there is no prioritisation and there is little actual monitoring going on because there is no data source for many of the indicators. However, because the APR is a hoop they have to jump through, for the World Bank, this exercise continues. In practice it is currently a distraction, not a useful planning tool, and not relevant to current planning processes.

Poverty monitoring and statistics: there has been some ad hoc engagement by DfID in this area, particularly in supporting a household budget survey and there are early plans to fund the MoP monitoring unit. While this support has been explicitly formulated in terms of a CLA, in an area where there has historically been little or no Government interest. To date, DfID’s programme has had limited success in generating country leadership in this area and it is too much in its infancy to tell whether it will provide systems for donors to align to. The basic problem is that there is little demand for statistical evidence on performance or results at all levels and across the board in Government. Additionally, the link between evidence and policy results has been very weak.

The main lesson across DfID’s attempts to support national planning systems and institutions has been around managing tension between uncoordinated Government demands, which can lead to fragmentation in programming. The approach that DfID is going to take in the future is to consolidate their activities across the national planning cycle and with other donors.

Donor coordination and aid management

The donor community in Yemen is relatively small but historically highly fragmented, with the Arab donors making a particularly significant contribution. A recent interesting shift has been Arab donors’ engagement with the rest of the donor community and their move into H&A debates and active participation in the CG. 

The GoY aid harmonisation and alignment agenda: This has been an area of support in which DfID has and is investing heavily. This includes supporting Government to develop systems, structures and policies to manage donors as well as direct engagement with other donors by DfID to create better coordination and attempting to dominate in sectors where there are major H&A problems. There aims have been explicitly to create space for Government leadership in this area as well as to prevent donors distracting or fragmenting nascent Government leadership and strategy. The main platform for DfID support has been through the Aid Harmonisation and Alignment (AHA) unit funded via UNDP. This unit includes staffing salaries, TA and support to the development of an aid policy, action plan as well as a donor assistance database. All H&A activities have been rolled into this, including the work on the Fragile States Initiative, of which Yemen is a pilot. This programme is felt to have had a major impact on donor activities. Significant changes in donor programming are happening and are currently being implemented. 

This has been made possible due to an unusually high level of Government interest in this area, which has resulted in major leadership emerging at a number of levels in the MoP. Speculatively, this degree of leadership could have been generated by a combination of GoY knowing it needs to increase aid dramatically, as oil is running out, and an awareness of issues around aid effectiveness issues. However, the GoY operates in a currently relatively low level of aid dependence and with relatively little donor “entwinement” with Government incentives systems.

The sequencing of this has worked particularly effectively for DfID because they are only scaling up now and the work in this area means that most of the crucial Government policies that will structure alignment are in the process of being formed.

Joint programming and DfID partnerships with other donors

While there is no formal joint assistance strategy, there is extensive informal collaboration (including budgetary information) with the bilaterals (particularly the Netherlands), EC (and some member states, especially the Netherlands), UNDP and the World Bank. It was noted that the Drivers of Change formed an important basis to this dialogue and the moves towards a more common approach.

Specific silent partnerships have included working with the Netherlands in health and with UNICEF in managing UNFPA for maternal health. DfID has also channelled resources through UNDP on a number of occasions (the AHA and PRS units). DfID works with the World Bank (on education as well as PFM), as well as having funded three secondment positions there.

There have been some tensions in these relationships. A comfortable reliance on other donors for policy dialogue is often highly specific to an individual and becomes problematic as personnel changes occur. There were also particular problems around the failure of a number of bilateral and UN agencies to manage DfID resources and clashes with different reporting systems between those agencies.

A fundamental problem facing most donors in Yemen is finding skilled Arabic-speaking staff who want to work in Yemen.

Given the range of interest around Yemen in Whitehall, including CT, there have been some tensions with in Whitehall. However efforts have been made to overcome them and there is an agreed HMG strategy for Yemen.
� With thanks to Alison Evans for her support, and helpful comments and contributions. 


� Data from the World Bank website, updated 31 October 2006. http://siteresources.worldbank.org/INTPRS1/Resources/boardlist.pdf


� This situation appears to be changing relatively rapidly and the latest SPA survey should clarify this when this is published. In the light of this change, the older reviews appear out of date in their analysis that parliaments have limited involvement. 


� The policy applies to all development aid that DfID provides to partner governments at all levels, including national, sub-national and local governments, whichever aid modality is used. It does not deal with aid provided to NGOs, the private sector or humanitarian assistance. It applies to fragile states as well as better performing countries. 
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