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Summary

RESULTS UK welcomes the opportunity to participate in the consultation process for the UK’s White Paper
on International Development.

RESULTS is a grassroots advocacy organisation that works to generate the public and political will to end
poverty. Operating in seven countries, we support networks of ordinary citizens who commit time and
energy to develop themselves and their elected representatives into champions for the end of poverty. The
points set out in this submission reflect the issues and priorities of RESULTS UK and its international
partners.

In addition to directly addressing the four priority areas identified in the consultation document, our
submission will draw attention to many of the issues highlighted in the 2006 White Paper which we believe
should remain core components of the UK’s strategy for alleviating poverty in the developing world.

In the 2006 White Paper, the UK committed to deliver on promises made in 2005. We urge the UK to use the
2009 White Paper as an opportunity to restate and recommit to fulfilling promises made between 2005 and
2009 such as commitments to help deliver health and education for all. The UK should endeavour to deliver
on existing commitments before diverting attention and resources onto new issues and priorities.

Access to basic services such as education, health, water and sanitation are fundamental human rights still
denied to many of the world’s poorest people. The consultation document for the 2009 White Paper states
that “ensuring support to basic services, such as health and education, is critical for successful human
development and poverty reduction”. We were therefore disappointed that these issues were not given
greater prominence in the consultation document.

We would like the White Paper to make unequivocal commitments to not only protect core expenditures on
basic services such as health, education, water and sanitation, but to commit to help scale up financial and
technical support until all poor people have their right to these services realised.

We encourage the UK to continue giving priority to the pursuit of innovative sources of long term,
sustainable financing for development. We encourage the UK to support the use of innovative sources of
financing to target the very poorest and to meet the funding needs of mechanisms such as the Education for
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All Fast Track Facility and Global Fund to Fight AIDS, TB and Malaria. We urge the UK to lend its support to a
Currency Transaction Levy which has the potential to generate around USS$ 30 million for development.

We support the UK’s commitment to concentrate its development assistance on countries with the largest
numbers of poor people, particularly in sub-Saharan Africa and South Asia; and on fragile states, especially
those vulnerable to conflict. We are keen to see the UK continue supporting countries that have moved to
the rank of Middle Income Countries but which remain home to large numbers of very poor people.

Growth and development should be experienced equally by whole populations. The UK should ensure that
their support benefits the very poorest by targeting marginalised and hard to reach groups, women and
children and those living in rural communities.

We welcome the UK’s commitment to double funding for science and technology research, including efforts
to find better drugs, and new technologies for water treatment, agriculture and to manage climate change.
We encourage the UK to allocate some of this funding towards research and development into new
diagnostics and vaccines for diseases of poverty such as tuberculosis. We urge the UK to put pressure on
other donors to follow their lead in this field.

Political will is integral to sustainable development. We encourage the UK to do more to educate the British
public, media and Parliamentarians about the importance of the UK’s ongoing investment in overseas
development. The UK should also continue to support civil society organisations in developing countries to
articulate their demands for better services to their governments and to hold them accountable for their
commitments.

We welcomed the UK’s commitment in the 2006 White Paper to help tackle the barriers that prevent poor
people from accessing financial services. We would like to see the UK give even greater support to
microfinance as an effective tool for enabling families, and particularly the women of those families, to move
out of poverty. We encourage the UK to work in partnership with pro-poor non-governmental organisations
such as BRAC, Grameen and Jamii Bora in order to help replicate successful microfinance models throughout
Africa and Latin America.

We strongly support the UK’s commitment to remove user fees for primary and basic education. We would
like to see the UK extend these efforts to helping remove other out of pocket costs which pose barriers to
universal access to health and education and abolishing school fees for secondary education.

We encourage the UK to restate its commitment to achieving the goal of universal access to comprehensive
HIV prevention programmes, treatment, care and support by 2010 and to articulate its commitments on HIV,
tuberculosis and other diseases of poverty beyond 2010. The UK should also make a commitment to ensure
that all quality proposals approved by the Global Fund to fight AIDS, Tuberculosis and Malaria are fully
funded. We would also like to see the UK do much more to support the implementation of the 2006 Global
Plan to Stop TB, which aims to halve the number of deaths from TB by 2015.

Section 2 - Global economic growth: How do we minimise the impact of the downturn on the poor?
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2.1 What measures should the UK be taking to address the current global economic downturn, to protect
the progress that has been made in reducing poverty over the last decade?

Funding

In the recent budget the UK Government pledged to keep its commitment to aid spending in 2009/10 and
2010/11. This is an important precedent that the UK government has set for other international donors. It is
crucial that clear timelines are set for the delivery of aid and in the upcoming white paper, DFID should
define a clear timeline for reaching 0.51% of GNI to ODA by 2010 & 0.7% by 2015.

Aid must be distributed effectively with mutual accountability and transparency. It is therefore crucial that
the UK Government place as a priority the meeting of its Paris and Accra commitments by 2010. DFID must
protect the UK’s spending commitments on education, health and HIV/AIDS, whose fulfilment will pose
significant challenges in the coming years.

It is encouraging that in the current economic crisis, the UK Government has taken a leading role in pursuing
new funding mechanisms through their role as co-chair of the Innovative Financing for Health Systems
Taskforce. We encourage the Government to drive this process forward and deliver concrete
recommendations to the G8 Summit in July and the UN General Assembly later this year; progress should
not be held back in negotiations. Within innovative sources of funding for health, the UK Government should
fully consider the benefits of all proposed mechanisms, including currency transaction levies. DFID should
take the lead on promoting such mechanisms within Whitehall. The recent innovative financing
consultations with civil society were insufficient, particularly with regards to feedback from southern
representatives. Further genuine consultation is needed with the private sector and civil society in the North
and South prior to recommendations being made by the taskforce. Innovative funding mechanisms should
be genuinely new sources of money raised in accordance with the Paris Declaration and must not divert
funds from existing ODA. DFID should clearly outline where additional funds will be directed, ensuring that
money goes to the most effective mechanism to deliver sustainable health outcomes for the poor, and used
to strengthen health systems that are accessible to all.

The UK Government has made a long-term commitment to the Global Fund to Fight AIDS, Tuberculosis and
Malaria. However, the Fund is currently facing a funding gap of between $4-$10 million for the period 2009 —
2010. The Fund is an effective mechanism delivering results against the three diseases, as well as supporting
governments to strengthen health systems. To date, approximately 35 per cent of Global Fund committed
funding (USS 4.2 billion) has been used to bolster infrastructure, strengthen laboratories, expand the
numbers of human resources, augment skills and competencies of health workers and develop and support
monitoring and evaluation systems'. The international community must take every step to ensure that
effective health mechanisms are able to provide long-term, predictable funding to support governments
during the financial crisis. In the white paper, DFID must prioritise those mechanisms that are achieving
results for the poorest and most vulnerable.

Experience has shown that in global challenges, wealthier governments look to their own predicaments and
political and public sentiment shifts away from development assistance. DFID must share the responsibility

! Scaling Up for Impact: Results Report (2009) The Global Fund to Fight AIDS, Tuberculosis and Malaria
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with NGOs in promoting the need for sustained development assistance in spite of domestic economic
concerns. DFID should outline in their upcoming White Paper how they will increase communication and
dialogue with the general public.

Investment in research

The UK is one of the most important donors in Europe towards research and development for new
diagnostics, medicines and vaccines. DFID’s Research Strategy 2008-2013 is inclusive of the needs for further
investment in research for new vaccines for tuberculosis, but indicates no timeline for action®. With the
increasing risk of global multi and extensively drug-resistant TB? (particularly in the Eastern European region)
and the alarming rates of TB-HIV co-infection®, DFID must make increased investment in all new tools a
priority. Current research and development in new tools for TB is are still woefully insufficient to deliver the
diagnostic tests that meet the need in developing countries. There is an urgent need for new diagnostic tests
simple enough to be used in situations of severe poverty, low human resource capacity, poor infrastructure,
remote or hard to reach settings and in areas of conflict’. The situation has improved in the last decade, but
the TB drug pipeline is still weak. Investment in research for new TB vaccines needs to be fast tracked in
order to facilitate essential clinical trials.

DFID must also focus on assisting developing countries to build indigenous research capability so that clinical
studies can be completed in national settings, the results of which will lead to the development of
appropriate control strategies. Advanced Market Commitments are an exciting possibility when a product is
close to release, but where vaccines are currently in the pipeline and not at this stage, sustained resources
for research and development is essential. The UK Government must prioritise investment in TB research
and development, and call on other donors, particularly in the EU, to equally contribute.

2.4. What more could the UK do to promote sustainable growth, jobs and livelihoods for poor people

The role of civil society

The role of non-governmental organisations and civil society in building the resilience of the poor should not
be under-estimated. Non-governmental agencies play a crucial role in delivering services to communities
where governments lack the capacity to do so. Strong civil society representation, particularly amongst the
poor and marginalised is central to sustainable development and to the establishment of democratic
accountable government.

DFID must place an emphasis on strengthening civil society groups, particularly in countries where the UK
provides direct budget support. A strong civil society can engage with government on policy development
and be involved with decision-making processes. DFID should consider the role of civil society as a crucial
aspect of mutual accountability regarding commitments made with UK development aid. It is crucial

% DFID Research Strategy 2008-2013 p.45

® 27 High-burden countries with M/XDR-TB released a ‘Call for Action’ in April 2009 in response to increasing numbers. They call upon international
donors to coordinated actions and pledge to use financing mechanism such as the Global Fund to Fight AIDS, TB and Malaria.

* The 2009 WHO Global TB Control Report revealed that TB related deaths of HIV patients are twice as high as previously estimated. TB continues to
be the leading cause of death among people with HIV/AIDS and in the past 15 years, new TB cases have more than tripled in countries with high HIV
prevalence

® Tuberculosis: new faces of an old disease MSF (2009) http://www.msfaccess.org/fileadmin/files/TbBackgrounder NewFaces FINAL LowRes.pdf
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however that efforts to strengthen civil society are placed in political and historical context and that support
for opposing groups does not promote ethnic strife and patronage. Donors need to be realistic in their
expectations of civil society's capabilities, and be willing to establish priorities among their goals for civil
society and non-government organisations’. Where dialogue between civil society and parliamentarians is
weak, the UK Government can take a role in facilitating and encouraging regular and meaningful exchange,
but must ensure that this is not based on any external UK agenda.

Government Capacity

DFID has acknowledged that greater focus is needed to build government capacity. It is important that
emphasis is placed on all sectors, at local and national level. Functioning public services such as education
and health care depends on adequate training and retention of human resources in all areas of assessment,
planning and implementation. DFID must also continue its work to support parliamentary strengthening
based on country analysis and in co-ordination with other parties’. DFID should pursue active and thorough
monitoring of the Governance and Transparency Fund and maintain momentum and financial support for its
implementation®.

Health

The WHO Commission on the social determinants of health concludes that both technical analysis and
political commitment are needed to strengthen health systems and address health inequality’. Health
systems of many countries lack basic capacity in governance, health financing, procurement, human
resources, and information systems. It is clear that health system strengthening is key to the delivery of
maternal, child and reproductive health and that efforts made to fight diseases are not lost.

Action for Global Health' stress in their most recent report that allocation and delivery of aid must be
‘designed to achieve universal access to health and to benefit the poorest and most marginalised
populations — through strengthening primary healthcare systems and addressing the social determinants of
health’. Governments must be supported to build health systems based on equity, disease prevention and
health-promotion. Adequate investment is needed in other sectors including water and sanitation, food
security and nutrition, education, social protection, infrastructure and the environment to ensure health
strategies reach the most vulnerable populations.

Non-government organisations play an important role in meeting the health needs of the poor. Domestic
governments often don’t have the capacity to regulate or work effectively with the private and non-profit
sector and so do not capitalise on the role they play. DFID must provide direct support to governments to
scale up and integrate these services in national health strategies.

® International Journal of Not for Profit Law (2005) http://www.icnl.org/knowledge/iinl/vol8iss1/special 3.htm

7 Hudson A. & Wren C. (2007) Parliamentary Strengthening in Developing Countries Overseas Development Institute
http://www.odi.org.uk/resources/download/103.pdf

& DFID Annual Report 2008: Government response

® Achieving health equity: from root causes to fair outcomes Commission on Social Determinants of Health, WHO (2007)
1° Action for Global Health (2009) Health in Crisis
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Fifty-seven countries, most of them in Africa and Asia, face a severe health workforce crisis. The global
workforce shortage is made even worse by imbalances within countries, with generally inadequate staff in
rural areas compared to cities. The World health Organisation estimates that to educate and pay the salaries
of the four million health workers needed in the 57 countries with severe shortages, health budgets will
have to increase at least USS 10 per person per year by the year 2025. In the new White Paper, DFID must
commit to long term investment in building human resources for health.

WHO guidelines stress the importance of implementing an integrated approach to TB-HIV strategies,
however in a vast majority of communities, TB and HIV programmes continue to operate in isolation from
each other. In 2006, worldwide less than one per cent of people living with HIV/AIDS were reported to be
also screened for tuberculosis''. Despite a strong policy commitment to TB-HIV, DFID has provided little
evidence with which to measure the scale or impact of its support for collaborative TB-HIV activities on the
ground™. DFID’s HIV/AIDS strategy does not outline what specific measures the agency will take to
implement its TB-HIV recommendations; this must be urgently addressed within the new White Paper.

National health system strengthening must include initiatives to scale up access to affordable health care for
the poor. This may include pre-paid financing schemes for good-quality non-state providers and strategies to
remove access barriers and user charges for national health services™®. The 2006 DFID White Paper
recognised the importance of social protection systems. DFID should now prioritise social protection as
central component to build resilience of the poor. The 2001 Abuja Declaration and Framework for Action on
HIV/AIDS, Tuberculosis and Other related Infectious Diseases (ORID) called upon Member States to strive to
allocate 15% of national budgets to the improvement of the health sector. DFID must support governments
to protect spending on social protection and increase access to social protection systems in the current
economic crisis.

Education

Good quality education enhances economic prosperity, helps combat unemployment, and equips people
with the necessary skills to survive in an ever changing and increasingly complex world. Unfortunately, at
least 72 million children worldwide are still denied the opportunity of a basic education. Most of these
children fall into three categories: children whose families cannot pay the costs of schooling, children in war
zones, and children with disabilities. The majority of children in all three categories are, however,
concentrated in low income countries. In order to promote educational equality and in this way build
resilience to global challenges, more financial aid specifically targeted at poor countries is therefore needed.
One of the main barriers to education experienced by poor people is the costs involved. Often schools
charge various types of fees, which are difficult for poor families to pay. There may be extra transport costs
involved in getting children to school. Finally, for families who rely on the income of their children for
sustenance, sending them to school may involve a significant loss of income and livelihood. In order to
promote educational access of poor people, both direct and indirect costs of education must be minimised.

" WHO Global TB Control Report (2009) http://www.who.int/tb/publications/global report/en/

* Living with HIV, Dying from TB, A critique of the response of global AIDS donors to the co-epidemic Advocacy to Control TB Internationally (ACTION)
http://www.results-uk.org/userfiles/Living%20with%20HIV%20Dying%200f%20TB.pdf

3 DFID (2007) Working together for better health
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Good practice in funding mechanisms for local schools needs to be promoted in order to make schools
abandon the practice of charging user fees. ' Infrastructural improvements or increasing the number of local
schools may make it easier and cheaper for children in poor families to attend school. Finally, Conditional
Cash Transfer programmes have been shown to improve school enrolment of poor children in several
countries.”

Despite recent progress towards gender parity in education, the majority of children out of school are girls.
Various factors (often interrelating with poverty) explain this phenomenon, among others: household work,
social norms, early marriage, pregnancy, and poor sanitation facilities at the schools, particularly important
for menstruating girls'®. Supporting education of girls has widespread positive effects, both for them as
individuals and for the communities in which they live. Having an education improves a girl’s life choices, her
health, and her social well-being. She will tend to marry later, have fewer and healthier children, and be
more likely to send her own children to school. Finally, she will have greater wage earning opportunities and
thereby be more likely to contribute to the economic growth of her community®’. Investments in specific
gender-targeted policies and campaigns, improved access to sexual and reproductive health information,
and improvement of sanitation facilities in the schools would help girls overcome some of the above
mentioned barriers to education. Given the described benefits, this would be an invaluable tool to support
sustainable development and reduce poverty.

School enrolment is clearly an important step towards improving the educational opportunities of both boys
and girls living in poverty. In addition to the issue of access, the question of educational quality is, however,
also significant. The global lack of teachers is a problem seriously affecting educational quality, and in
countries with increasing enrolment rates due to the introduction of free education, this is especially urgent.
To improve the quality of education teachers furthermore need to be well-trained and motivated, which,
according to UNESCO’s 2009 EFA monitoring report is a problem in many countries, particularly in
marginalised and rural areas.'® Therefore, there is an essential need to address the lack of teachers, and
more specifically trained teachers, both financially, through increased aid for this sector, and politically, by
supporting the reform of the IMF and the removal of its macroeconomic loan conditions, so that countries
can be allowed to increase their educational expenses and hire more teachers'.

Focus on the most vulnerable and marginalised

" RESULTS UK (2008): Must Try Harder — The challenges that remain in achieving education for all, p. 5-7 http://www.results-
uk.org/userfiles/RESULTS%20education%20report%20final.pdf

> World Bank (2009): Conditional Cash Transfers — Reducing Present and Future Poverty, p. 129-131
http://siteresources.worldbank.org/INTCCT/Resources/5757608-1234228266004/PRR-CCT_web noembargo.pdf

'8 UNESCO: EFA Global Monitoring Report 2003/2004: Gender and Education for All: The Leap to Equality
http://portal.unesco.org/education/en/ev.php-URL 1D=23023&URL DO=DO_TOPIC&URL SECTION=201.html

7 UNESCO: All for Girls’ Education: Why it is important.

http://portal.unesco.org/education/en/ev.php-URL ID=14091&URL DO=DO TOPIC&URL SECTION=201.html

'8 UNESCO (2008): EFA Monitoring report 2009: Overcoming inequality — why governance matters, p. 117-121

http://www.unesco.org/en/education/efareport/reports/2009-governance/

¥ RESULTS UK (2008): Must Try Harder — The challenges that remain in achieving education for all, p. 12-14 http://www.results-
uk.org/userfiles/RESULTS%20education%20report%20final.pdf

Global Campaign for Education (2009): Education on the brink, www.campaignforeducation.org
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DFID must ensure that their programmes reach the most vulnerable and marginalised, including women,
older people, children, the disabled, the homeless, indigenous peoples, refugees and minority and high risk
groups. DFID should always undertake a social exclusion analysis when developing regional or country
strategies. Barriers of access to services, such as distance to travel, work conditions, transport links and
cultural and religious constraints must be considered throughout all aspects of planning and
implementation, with flexibility key to meeting changing needs of communities. Increased emphasis should
be placed on DFID’s Gender Equality Action Plan (2007-2010) to step up initiatives over the next 2 years.

DFID does not currently have a clear policy for engagement with middle income countries. DFID must remain
vigilant of the considerable gap in wealth that remains in countries categorised as middle income. Within
emerging public systems, vulnerable groups are often neglected, jeopardising important country wide
progress in areas such as education and healthcare, and marginalising groups further. DFID must remain
mindful of this and should support mechanisms that can reach the most marginalised, such as multi-lateral
organisations and international and local NGOs.

Supporting agriculture to tackle food insecurity

Small-scale agriculture is fundamental to domestic, national and regional food security. While larger
commercial farms commonly produce export crops, small-holders producing food crops represent huge
sections of the population in many developing countries, particularly in Africa. Many of these small-scale
farmers are women. Commonly, however, small-scale farmers are not risk-takers: ‘Households — especially
women farmers — often choose to maintain low-yield food farming strategies because they offer the least
risk to things of greatest importance to them, like food security.””® They therefore find it difficult to invest
and many actually face significant food shortages due to insufficient, infertile and unimproved land.

The agricultural sector in developing countries is notoriously risky. This is largely due to extraneous
circumstances such as weather events, crop failure, loss of livestock, crop-price fluctuations, poor
infrastructure, geographic dispersion, weak market linkages, and lack of extension support services.”
Therefore, few financial institutions venture out into rural communities to provide credit to enable people to
work their way out of poverty, while farmers themselves are unwilling to invest scarce resources in risky
ventures, sticking instead to low-input low-yield methods.

In order to take advantage of agricultural markets in developing countries rural agricultural farmers need to
be able to invest, save and increase food production. However, the number of loans granted to agricultural
workers is consistently low despite the important role that agriculture plays in development.?” Financial
institutions avoid less populated, difficult to reach rural communities, which have some of the most
concentrated areas of poverty and economic deprivation,”® while these communities also commonly suffer

»The NGO Food Security Program Effectiveness Group, ‘Making the Connections: Small-scale agriculture, food security and nutrition’ (2002)
2 world Bank, Agriculture Investment Source Book http://www.microfinancegateway.org/files/31308 file 65.pdf and Meagan Andrews,

‘Microcredit and Agriculture: how to make it work’, MEDA 2006 http://www.microcreditsummit.org/papers/Workshops/22 Andrews.pdf

2 world Bank, Agriculture Investment Source Book http://www.microfinancegateway.org/files/31308 file 65.pdf

2 Emerging lessons in Agricultural Microfinance, International Fund for Agricultural Development (2006)
http://www.ifad.org/ruralfinance/pub/case studies.pdf
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from lack of security and high levels of risk faced by individual farmers.?* The high transaction costs of
dealing with rural communities, price risks and seasonality, coupled with collateral disadvantages in the
agricultural sector have further prevented the spread of finance, including microfinance initiatives, into
these most needed areas.

Legal and financial guarantees are vital to gaining access to credit for agricultural workers. Guarantees
against agricultural land can be problematic, however, due to poor land value, disputed land-rights or the
high costs associated with registering land as collateral.”® However, several microfinance institutions have
overcome this through establishing peer group guarantees or through accepting movable or personal assets
as suitable alternative guarantees for agricultural microfinance. Notably, the Centenary Rural Development
Bank, a MFI in Uganda, adopts flexibility in collateral requirements by accepting personal guarantees,

livestock, land without title, household and business equipment as collateral.”®

Supporting those microfinance institutions that are venturing out into rural areas, will enable rural
communities — heavily dependent on agriculture — to insulate themselves against the very risks that cause
traditional financial institutions to avoid them. A long-term commitment to helping these institutions by
DFID, in the form of technical assistance and financial investment, is crucial for future development in these
communities.

Although investment in agriculture is crucial to rural development it is not the only factor contributing to
household food security; rural development should take into account the need of the rural population to
diversify income streams in order to achieve household food security. Donors should ensure that they
support rural programmes that recognise the need for diversity and therefore include interventions in areas
beyond agriculture.” Microfinance is an ideal mechanism for enabling income diversification; however it is
not widely used in rural communities and especially in rural Africa.”® In addition, microfinance is proven to
help empower women, who are acknowledged to be the key link between agriculture interventions and food
security.”” Development projects that solely concentrate on increasing yields tend to have only a small
impact on nutrition and food security, while projects that integrate women’s perspectives and help to
enable women’s participation in and control over the process commonly produce much more sustainable
outcomes.” Integrating microfinance into agricultural development programmes could help to reinforce the
empowerment of women and therefore further progress toward food security.

DFID should support the development of microfinance initiatives into underserved and severely
disadvantaged rural communities, including savings programmes and micro-insurance in order to ensure

** samuel Gebreselassie, ‘Intensification of Smallholder Agriculture in Ethiopia: Options and Scenarios’, Future Agricultures (2006)
» op cit World Bank p. 314

% Centenary Rural Development Bank http://www.centenarybank.co.ug/personal-banking/agricultural-loan.php

7 Ricardo Ramirez, ‘The Effectiveness of Small-Scale Agriculture Interventions on Household Food Security: A review of the literature’ (2002)
% Microcredit Summit Campaign, ‘State of the Microcredit Summit Campaign Report 2009’ (2009)

» Ricardo Ramirez, ‘The Effectiveness of Small-Scale Agriculture Interventions on Household Food Security’ (2002)

* The NGO Food Security Program Effectiveness Group, ‘Making the Connections: Small-scale agriculture, food security and nutrition’ (2002)
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that small-scale farmers can develop safety-nets to give them the security to invest in their agricultural
activities. Facilitating knowledge exchange between established microfinance institutions, many of which are
based in Asia, and new institutions reaching out to rural African communities (while recognising that models
will need to be adapted for new environments) is a key area in which DFID could make a critical contribution.

Micro-Insurance

While microfinance can help to promote growth and create employment opportunities for the poor, micro-
insurance schemes can help to provide a safety-net to ensure that these gains are not lost to financial
shocks. On a daily basis, the poor around the world face a multitude of risks that threaten to derail any
progress they have made to work their way out of poverty. The death of a family member, loss of property
and livestock, illness, and natural disasters can all result in the loss of employment and livelihood.**
Protecting people against these losses is an important step to alleviating global poverty and micro-insurance
offers an effective means of securing livelihoods and protecting against the unknown, which may in the long
run help to stimulate investment. Rural agricultural populations are often more exposed to risk than urban
populations due to reliance on weather-based income, while having limited tools to manage risk. Due to this
consideration, some microfinance practitioners have recommending introducing micro-insurance and
savings products before microcredit in rural areas.*

Governments in developing countries are often unable to provide the type of social protection necessary to
mitigate the risks frequently faced by the world’s poor. At the same time, formal insurers in many markets
view the poor as too risky to insure and generally offer products that do not meet their specific needs.
Micro-insurance can help to bridge this gap, providing insurance products with low premiums and low
coverage limits designed to meet the unique needs of the world’s poor.

Despite the growing popularity of micro-insurance it is estimated that only eighty million out of the world's
2.5 billion poor are now covered by some form of micro-insurance. In India and China, where organisations
are estimated to serve nearly 30 million micro-insurance clients each, the percentage of poor lives insured
hovers below 3%. In Africa this figure is much lower — just 0.3% of the continent’s poor are insured.
According to recent data, in 23 of the poorest 100 countries in the world, there is currently no identified
micro-insurance activity, representing an un-served population of 370 million.*

In order to rapidly scale up the provision of micro-insurance it will be necessary, in the short and medium
term, for international agencies such as DFID to offer support and technical assistance to those institutions
providing such services. DFID should therefore offer support, both financial and technical, to existing micro-
insurance providers whenever possible and should provide assistance to developing countries in creating the
type of regulatory environments necessary to support the rapid expansion of the sector.>* The regulatory

3! CGAP working paper. Microfinance in focus. (Jan 2008).
2 Meagan Andrews, ‘Microcredit and Agriculture: how to make it work’, MEDA 2006
http://www.microcreditsummit.org/papers/Workshops/22 Andrews.pdf

3 Micro-insurance Agency. About Micro-insurance http://www.microinsuranceagency.com/about-micro.html
¥ CGAP Working Group on Micro-insurance. ‘Micro-insurance in Focus’ No 8. Jan 2008. http://www.munichre-
foundation.org/NR/rdonlyres/42742546-202D-458D-B9B7-24925DC8B8AD/0/MIFocus8 Donors.pdf
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environment of India, although not without its problems, offers an interesting model in which insurers
wishing to provide services to the more lucrative sectors of society are required by law to support insurance
for the poor; this has led to many large insurance companies partnering with microfinance institutions as
reinsurers, allowing the MFIs to provide sustainable insurance coverage to wider sections of India’s poor.*

Supporting MFIs to develop micro-insurance and savings products in addition to credit will deepen the
financial sector in underserved communities, contributing to their ability to withstand extraneous shocks.
Raising income opportunities for women

Women frequently experience poverty in different ways from men, with women generally being more
vulnerable to poverty. Once poor they often they have less options in terms of escaping from that poverty.
Gender discrimination in the household and the market results in the unequal distribution of resources,
leading to women experiencing a greater severity of poverty than men;* this is a situation that some have
called the ‘feminisation of poverty’. As acknowledged by the UN in its 2006 ‘blue book’ on restrictions to
financial services in developing countries,’” women are hampered in their ability to raise income to support
themselves and their families because in many societies women have restricted educational opportunities,
social norms typically mean that better-paying and formal sector jobs go to men, and in many places women
are not allowed to own land or control family finances.*® This is compounded by the fact that women often
lack the skills, resources or confidence to approach the formal banking centre.

On the other hand, microfinance institutions often target their investments at women, and women granted
microcredit are commonly among the poorest groups, for example through belonging to landless
households, female-headed households or being disadvantaged through belonging to a particular ethnic
minority, as well as lack of access to education and traditional social attitudes regarding the roles of
women.” Lending to women through microfinance institutions is an effective way to overcome the
obstacles facing the improvement of women’s income. As well as providing credit, microfinance can provide
training and literacy education for women to provide them with the abilities to develop the skills to make
their businesses sustainable.

The increasing use of microcredit as a tool for poverty alleviation has had a significant impact on women.
Microcredit gives women the ability to improve the quality of their lives and the future of their children.
Extra money earned is most commonly used to obtain better food, housing, and education. As a result, the
returns to the entire society are high. As of 2007, 106.6 million people were granted microloans. 88.7 million
of these reached women. This shows a huge increase in the poorest women reached from December 1999
when only 10.3 million women were receiving microloans.”* Most women, once granted a microloan,

* Reinhard Mechler, Joanne Linnerooth-Bayer with David Peppiatt, ‘Disaster Insurance for the Poor?’, Provention Consortium, 2006
http://www.proventionconsortium.org/themes/default/pdfs/Microinsurance study July06.pdf

% BRIDGE development-gender. ‘Briefing paper on the feminisation of poverty’. 2001 http://www.bridge.ids.ac.uk/reports/femofpov.pdf

37BuiIding Inclusive Financial Sectors for Development 2006 Report
http://www.uncdf.org/english/microfinance/pubs/bluebook/pub/Building Inclusive Financial Sectors The Blue Book.pdf

* |nternational Centre for Research on Women. ‘Where credit is due: Poor women and financial services’. 2005.
http://www.microfinancegateway.org/content/article/detail/2251

* |nternational Fund for Agricultural Development http://www.ifad.org/gender/learning/index.htm
* Microcredit Summit Campaign State of the Summit Report 2009, p.28
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continue to be self-employed and work in small trading enterprises, service activities, light manufacturing or
agriculture. Microcredit and saving given to women can allow women a greater economic role in decision-
making processes due to economic empowerment.* It has been shown that the provision of financial
services to the poorest women increases their family’s well-being and their economic income as well as
giving them the confidence to change their own economic and social environment through work.*

However, microfinance does not automatically empower women. Microcredit programmes that specifically
target women can in some cases actually disempower women; there are many cited examples of a female
loan recipient’s husband or other male relative ‘capturing’ the loan or assets acquired with the loan, while
the woman remains responsible for loan repayments. Men sometimes withdraw more of their own income
for luxury purposes once female income in the household increases, meaning that extra female work
effectively subsidises male consumption. In addition, women’s household spending plans may continue to
disadvantage girls: for example girls are more likely than boys to be withdrawn from school to help with
their mother’s business or with domestic work that can no longer be performed by the mother.*

While it is essential that the regulatory framework become non-discriminatory (for example through
allowing women and men equal property rights), this is not a sufficient condition for increasing women’s
income-earning opportunities, as it does little to address unequal power dynamics within societies, and even
less for dynamics within the family.*® Women’s ability to use microfinance to increase income and their
control over their income is affected by the conditions of microfinance delivery, including the interest rates
and repayment schedules applied. These conditions should be developed in a participatory manner with
clients and potential clients, with a particular emphasis on women, to ensure that microfinance products
adequately cater for women’s specific needs, and to insure against the potential negative impacts of credit
for poor women.*® However, this is an expensive process, and with the focus in most microfinance discourse
on financial sustainability of MFls, issues of gender sensitivity are often sidelined while struggling MFls focus

on survival.*®

Donors, including DFID, should fund the process of mainstreaming gender considerations into the operations
of microfinance institutions in order that the sector become genuinely gender responsive and able to live up
to its promise on female empowerment. Participatory product development activities, effective business
plan support and other training are essential to be able to effectively target the poorest women and ensure
that they are able to use microfinance to improve their own and their household’s living conditions.
However, these activities are often those that are first cut in attempts to make MFIs ‘financially sustainable’.
In order that this work be properly funded long-term predictable donor support should be given to ensure
that the poorest women have access to financial services.

“* Microfinance, Risk Management and Poverty, March 2000, Assessing the Impact of Microenterprise Services (AIMS) Management Systems
International http://www.microfinancegateway.org/files/2468 file 02468.pdf p.27

*|nternational Fund for Agricultural Development http://www.ifad.org/gender/learning/role/decision/pk_publicrole.htm

* Linda Mayoux, ‘Women’s Empowerment through Sustainable Microfinance: rethinking best practice’, 2006

“* Mayoux, ‘Women’s Empowerment through Sustainable Microfinance’, 2006

*> Mayoux, ‘Women’s Empowerment through Sustainable Microfinance’, 2006

*® Jrene KB Mutalima, ‘Microfinance and Gender Equality: are we getting there?’, paper for the Global Microcredit Summit 2006
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Section 3: Climate Change

3.1 What support is needed for developing countries to integrate climate resilience into their
development plans?

The Intergovernmental Panel on Climate Change has predicted that the effects of climate change are likely
to be: global food insecurity (due to changes in quantity and quality of water sources, soil quality, seasonal
cycle and temperature); increased likelihood of natural disasters; temperature rises and oceanic changes
leading to flooding, drought and extreme temperatures®’. This will significantly impact agriculture, fisheries
and human health, to devastating cost. These environmental changes will disproportionately affect those
people living in poor, rural communities within poor countries, particularly in the arid, semi-arid and tropical
regions of Africa, Latin America and Asia®®, due to their location, poor infrastructure, lack of services, poorly-
constructed buildings, as well as to families’ and governments’ lack of financial resources to protect
themselves and recover from such climate hazards. The rural poor will be significantly more affected due to
their dependence on agriculture.

When coupled with trends towards rapid urbanisation, competition for scarce resources, increasing
desertification and population growth, climate change is likely to lead to more people being more vulnerable
to more of the detrimental effects of climate change. As a consequence this could lead to increased child-
labour participation, worsening health problems, falling school attendance and ultimately to greater loss of
life®.

Micro-insurance

Protecting against climate change is a massive challenge that will require concerted and co-ordinated efforts
of many stakeholders. One of the many possible mechanisms for protecting the poor against the impact of
climate change is through the increased provision of disaster micro-insurance for the poor. According to the
Micro-insurance Agency, which has teamed up with the Bill and Melinda Gates Foundation to provide 21
million people with micro-insurance by 2012, less than three per cent of people living in the world’s 100
poorest countries have insurance®. Most agricultural workers in developing countries find it difficult to get
insurance for their homes and livelihoods due to the risk of crop failure or loss of livestock, and the worker’s
subsequent default®. Lack of insurance or savings makes it very difficult for those that have been affected by
climate-related shocks to replace those assets lost.

Micro-insurance initiatives, as an ex-ante mechanism, can help to support the most vulnerable to climate
shocks by providing them with proportional insurance against the effects of climate changes as well as
ordinary life events (such as illness, injury and death). Unlike traditional lenders and governments, micro-
insurance institutions will insure livestock, transport, business equipment, housing and food reserves; thus
helping to enable vulnerable communities to anticipate, cope, recover and adapt to the likely changes in

*IPCC Fourth Assessment Report, Impacts, Adaptations and Vulnerability 2001 http://www.ipcc.ch/ipccreports/ard-wg2.htm

*8 |pCc, Climate Change and Water, technical paper VI, June 2008 http://www.ipcc.ch/ipccreports/tp-climate-change-water.htm
49 (LSE Report http://www.odi.org.uk/IEDG/participation in negotiations/Ise report.pdf p. 6-7)

0 Microinsurance Press Release February 2008 http://mediarepository.info/oil/OpportunityinternationalRelease.pdf
*'Microinsurance Agency http://www.microinsuranceagency.com/crop _insurance.html
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climate. Micro-insurance, along with savings and traditional risk-management strategies such as family
assistance and pooled resources, can help the most vulnerable to ‘cushion’ themselves against
environmental risks, and to protect and rebuild their lives, businesses and communities. Without a ‘cushion’,
disasters can lead to a ‘cycle of poverty’, with victims taking out high-interest loans to survive in the
aftermath of a disaster, which then push them further into poverty. Those vulnerable to disasters also
commonly undertake low-risk but low-yield income strategies which can be extremely costly in terms of lost
income opportunity in the long term.>® Reducing vulnerability through insurance could have the potential to
encourage investment in higher-yield income strategies, which would enable long-term poverty reduction.

Despite the clear advantages of well-designed and appropriate micro-insurance there are significant barriers
to scaling-up. Clients accessing micro-insurance often do not fully understand or use the full range of
services that the insurer offers> leading to low take-up and low levels of claims on insurance where it is
used. Some institutions offering micro-insurance have reported that clients view the product as aid and
therefore expect a return on their ‘investment’, showing that clients are not understanding the fundamental
principles of insurance, while Microfinance Insights describes the lower income segments of society in
developing countries’ lack of understanding of insurance principles as the ‘main market barrier’ to expanding
coverage.> Some of the most successful micro-insurance initiatives included a major element of community
education within the programme.> It is vital therefore that more effort is put into raising awareness and
understanding of microfinance and its benefits in order to stimulate demand. This is an area in which
international donors such as DFID can make a significant contribution.

On the supply side of the equation, many Microfinance Institutions (MFIs) struggle due to constraints on
capacity to cover covariant risks (risks of events that affect a large proportion of clients at the same time
leading to many claims appearing simultaneously). Most MFIs remain local organisations, which therefore
find it difficult to diversify their portfolio geographically between different risk areas. Where MFIs do offer
disaster micro-insurance, they rarely utilise reinsurance from larger organisations, meaning that large-scale
disasters can place serious strain on the institution’s finances.*® Even some larger partnerships between
NGOs and large insurance companies can be put under pressure by large-scale events. In the wake of
Cyclone Nisha on the East coast of India in November 2008 more than 16,000 claims were made in a matter
of days, requiring a large investment in on-the-ground assessment work from Allianz, the insurance partner,
and CARE, the NGO partner. Commenting on the event, Allianz’s Corporate Affairs Director said: ‘we need
additional partners and measures like reinsurance and investments in better infrastructure to cover extreme

risks like climate change’.”’

%2 Reinhard Mechler, Joanne Linnerooth-Bayer with David Peppiatt, ‘Disaster Insurance for the Poor?’, Provention Consortium (2006)
http://www.proventionconsortium.org/themes/default/pdfs/Microinsurance study July06.pdf

%3 Caroline Moser, Reducing Global Poverty: the case for asset accumulation, Brookings Institution, 2007

> Cover Story ‘Focus on Microinsurance: Mitigating risks for the poor’, in Microfinance Insights, Vol 5 December 2007

** For example the micro-insurance component of the Gujarat State Disaster Management Authority programme, see Reinhard Mechler et al,
‘Disaster Insurance for the Poor?’, Provention Consortium (2006)

*® Reinhard Mechler, Joanne Linnerooth-Bayer with David Peppiatt, ‘Disaster Insurance for the Poor?’, Provention Consortium (2006)

http://www.proventionconsortium.org/themes/default/pdfs/Microinsurance study July06.pdf
*” *Microinsurance Tested: Cyclone Nisha Batters India’, Allianz, January 2009
http://knowledge.allianz.com/en/globalissues/microfinance/microinsurance/allianz_bajaj care cyclone nisha/article600.html
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Being able to access reinsurance is crucial to scaling up micro-insurance to reach more of the poor
sustainably. However, reinsurance on open markets is difficult to achieve for MFIs. Many insurance
companies are unsure how to engage with MFIs, while the same is true the other way round. H. Krishna of
Oxfam explains that when setting up the Andhra Pradesh Disaster Preparedness Program the NGO found it

‘extremely difficult to convince the insurance companies to do business with [them].”*®

While insurance companies are now more open to working with MFIs and NGOs to reach the untapped
poorer end of the market, the problem remains that reinsurance is expensive. Many MFls avoid reinsurance
in order to ensure that their premiums remain affordable for their poorer clients, who are those likely to be
the worst affected by climate change, making both the institution, and ultimately the clients, vulnerable to
large-scale events. Affordability for the poor is essential to making micro-insurance a viable tool for poverty-
reduction. Although subsidies for insurance premiums are a contentious issue, as they may encourage risk-
taking behaviour through low insurance premiums undervaluing risks, we believe that DFID should strongly
consider taking a significant subsidising role in the context of reinsurance, both through providing capital for
MFIs and NGOs to achieve reinsurance and through providing technical assistance to allow MFls to develop
their understanding of the insurance sector and ability to work effectively with reinsurance partners. This
could contribute to the UK Government’s pledges under the Hyogo Framework for Action to ‘Develop
partnerships to implement schemes that spread out risks, reduce insurance premiums, expand insurance

coverage and thereby increase financing for post disaster reconstruction and rehabilitation’.”

CGAP identify three strategies for MFls to achieve sustainability of micro-insurance programmes: limiting
benefits, focusing on efficiency, and diversifying income sources.? In order to tackle poverty the benefits of
micro-insurance schemes must be sufficient to protect clients against losses that would cause them to fall
below the poverty line, and therefore the use of the strategy of limiting benefits should be limited. There is
of course scope for increasing efficiency to lower transaction costs, and there is a need for best practice on
this point to be disseminated, particularly in relation to the many index-based insurance schemes that have
been through pilots in recent years. Where DFID could make a very significant contribution, however, is in
helping MFlIs to diversify their income streams.

We recommend that DFID; continue to be involved in ex-ante risk management micro-insurance schemes to
tackle disaster risk, which should be developed alongside traditional ex-ante methods of protection (such as
‘saving for a rainy day’, lending money to friends and relatives etc) and alongside other risk reduction
programmes. Such programmes should be rapidly scaled-up, and DFID should assist existing MFIs to obtain
affordable reinsurance for their schemes in order to ensure that the scaling-up is sustainable. DFID should
assist governments in supporting and encouraging strong index-based insurance mechanisms to prevent
against climate shocks and work with partners to facilitate programmes to develop awareness of micro-
insurance in order to increase the levels of protection.

58 Krishna, H, quoted in Reinhard Mechler, Joanne Linnerooth-Bayer with David Peppiatt, ‘Disaster Insurance for the Poor?’, Prevention Consortium
(2006) http://www.proventionconsortium.org/themes/default/pdfs/Microinsurance_study July06.pdf

*® Hyogo Framework for Action 2005-2015: Building the resilience of nations and communities to disasters’, International Strategy for Disaster
Reduction, 2005 http://www.icsu-asia-pacific.org/resource centre/ISDR Hyogo-framework-for-action HFA.pdf

% CGAP Working Group on Microinsurance, ‘Microinsurance in Focus Nod: Strategies for Sustainability’, (November 2007)
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4. Fragile and conflict-affected countries

4.2 Do we need new ways of delivering assistance in fragile and conflict-affected countries?

Underlying causes of conflict

The current economic crisis threatens to destabilise weak and fragile states, with the greatest effect on the
poorest and most vulnerable. As the world’s fragile economies suffer the most from the effects of climate
change, as well as the economic crisis increasing unemployment and reducing access to essential public
services, the potential for an increase in widespread unrest and conflict is very real. It is therefore essential
that DFID focus on the very reasons of fragility, primarily the underlying reasons for global poverty and
inequality. It is encouraging that DFID has taken steps to develop a better understanding of these issues
through its Research Strategy®. DFID staff should have as a key consideration the potential impact of all
policy and programming may have in avoiding or exacerbating tension®.

Long-term, predictable and flexible funding

As mentioned previously, the need for long-term, predictable funding is crucial at this time. Working with
fragile states, the UK Government needs to be flexible and allow for various modalities of aid
simultaneously, pursing both short and longer term outcomes. This should be dependent on individual
country priorities; should be led by country partners and DFID offices and include at all stages both state and
non-state functions. DFID must ensure that resources are available to staff in country offices to access
appropriate local and international expertise.

Better co-ordination of donor agencies at country level is needed to determine the choice of aid instruments
and their complementarities in order to ensure that access to health and education for vulnerable
populations is maintained while simultaneously (re)establishing the public systems®®. Donor conditions (such
as sanctions) placed on budget support can play an important role in monitoring state governance, equality
and human rights in fragile states, however, it is essential that basic services are not adversely affected.

The majority of post-conflict settings suffer from weak human resource capacity at all levels. Where aid
modalities involve at least a minimum level of state co-ordination, this lack of trained human resources will
place challenges in the development and delivery of services at a local level. In fragile and conflict-affected
areas, DFID must consider further the essential role that NGOs and non-state providers play in delivering
services where state functions are weak or practically non-existent. DFID should strengthen and support
their work, while encouraging alignment and integration into longer term country strategies where
possible®.

Delivery of basic services: healthcare

®' DFID research strategy 2008-2013

62 Principles for good international engagement in fragile states and situations (2007) OECD http://www.oecd.org/dataoecd/61/45/38368714.pdf
% For an analysis of different aid modalities for health in a variety of settings, see Vergeer, P et al (2009) A rethink on the use of aid mechanisms in
health sector early recovery Royal Tropical Institute www.eldis.org/go/topics/resource-guides/health-systems&id=42144&type=Document

® Non-State Providers of Health Services in Fragile and Conflict-Affected States (2009) Governance and Social Development Research Centre

http://www.gsdrc.org/docs/open/HD572.pdf
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The direct (fatalities, injuries, disabilities) and indirect (trauma) results of conflict have both short and long-
term impacts on the health of populations. The re-direction of government spending to military expenses, as
well as the burden on scarce health services to cope with immediate casualties impacts populations for years
to come. The destruction of infrastructure, the breakdown of public services and movements of populations
presents considerable challenges to how health care and education can be delivered.

For states embroiled in full scale conflict, government-provided basic services are practically non-existent,
with basic services such as health care delivered primarily by local communities themselves, supported by
NGOs and international humanitarian organisations such as the Red Cross and MSF. However, investments in
health care can play an integral part in consolidating peace and establishing a basis for equitable access to
services in the future. DFID must align support for humanitarian relief with longer term strategies to build
health systems. Contracting systems are often utilised in fragile environments to provide health care services
and although this has shown evidence of service utilisation and efficiency, ultimately it is not a long term
solution. A weakness in NGOs delivering services in such contexts is that they rarely have capacity to provide
an overall framework in which to operate at national and regional levels®. Ultimately, a framework to
ensure that all people have adequate access to services can usually only be provided by the state. Therefore
donors must ensure at least a minimal stewardship function for the government, with long-term, predictable
funding aimed at strengthening regulatory capacity®.

Multilateral organisations have an important role in delivering services in fragile and weak states. The Global
Fund to Fight AIDS, TB and Malaria is based on a model of country-led performance based funding and is co-
ordinated through partnerships with government and civil society. This has proved successful in regards to
accountability, transparency, reaching marginalised communities and delivering results. The recently
released ‘Scaling Up For Impact: Results’ report on the Global Fund’s performance documents a strong
record in each of these areas, with one-third of Global Fund grants go to fragile states and 70% per cent of
these performing well.

Weak infrastructure, displaced populations and widespread poverty amongst populations emerging from
protracted conflict facilitates the spread of disease and presents considerable challenges to disease control
measures. DFID is a lead actor in funding for research into new diagnostics, treatments and vaccines for
infectious disease and the emphasis on this through the Research Strategy is encouraging. An urgent
increase investment in research and development of diagnostics and vaccinations for communicable
diseases, such as TB, is particularly important for combating the spread of disease in vulnerable populations
in fragile environments.

Education

Over half of the children who are out of school worldwide live in conflict affected fragile states. One in three
children living in these states does not get a chance to go to school, and in comparison with children living in
low income countries in general, they are four times more likely to be out of school. Still, conflict affected

% Non-State Providers of Health Services in Fragile and Conflict-Affected States (2009) Governance and Social Development Research Centre
http://www.gsdrc.org/docs/open/HD572.pdf
% Laurence, C. and Poole, L (2005) Service Delivery in Difficult Environments: Transferable Approaches from the Humanitarian Community
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fragile states receive a proportionally very low share of educational aid.®’” In order to improve the situation
of children living in conflict zones, DFID should increase the percentage of funding targeted at education in
these countries to reflect their share of the out-of-school population, which is about half.

Internal conflicts, emergencies, and displacement of children have serious implications for education. In
emergency situations, aid is often given to short-term relief, and education has not traditionally been
considered a priority. Refugee camps often do not provide education, even though children may remain
there indefinitely.®® Educational activities, however, have important psycho-social benefits for refugee
children and children living in conflict, and they can teach them life-saving skills, such as awareness of land-
mines and diseases. At the same time, a lack of education will prevent children from learning skills which are
important to rebuild their country in a post-conflict period.® For both short and long term purposes,
education should therefore be included in Humanitarian Aid budgets, and increased efforts should be made
to provide education for children in emergencies.

Schools and education can potentially play both a positive and negative role in conflict affected areas.”” On
the one hand, inclusive non-discriminatory education can help to promote and develop constructive and
peaceful intercultural relations, and schools can provide physical and psychological protection to children.
On the other hand, schools can be used as agents of indoctrination, manipulation and discrimination. In
times of conflict, schools, teachers and students are often targets of attacks’* and armed groups may use
schools to recruit child soldiers. In such situations it can be directly unsafe for children to attend school. One
of the key issues of educational planning in conflict affected countries is to make sure that schools are
protective and peace-building, rather than unsafe and contributing to conflict. This involves making
education inclusive, in order to avoid group inequalities and discrimination, providing non-discriminatory
learning materials, and teaching children appropriate life skills that will develop their resilience to
indoctrination. Wherever DFID supports education in conflict-affected or fragile states these issues must be
considered; for example country education strategy plans that are supported by DFID should explicitly tackle
inclusion, inequality and discrimination issues. To make schools safer, important work can be done in co-
operation with the affected communities, but in countries or areas where attending school poses a security

*” Bird, Lyndsay (2007): Children in Crisis: Education Rights for children in Conflict affected fragile states, p. 1-3:
http://unesdoc.unesco.org/images/0015/001555/155578e.pdf

Results UK (2008): Must Try Harder — The challenges that remain in achieving education for all, p. 7-9 http://www.results-
uk.org/userfiles/RESULTS%20education%20report%20final.pdf

®0ECD (2001): The DAC guidelines: Helping prevent violent conflict, p. 26 http://www.oecd.org/dataoecd/15/54/1886146.pdf
% UNHCR (2002): Learning for a future: Refugee Education in Developing Countries, Chapter 1, p.7-10.
http://www.unhcr.org/research/RESEARCH/3b8alba94.pdf

Save the Children (2006): Rewrite the Future: Education for Children in Conflict Affected Countries, p.12
http://www.reliefweb.int/rw/RWFiles2006.nsf/FilesByRWDocUNIDFileName/KHII-6TL3RG-sc-glb-13sep.pdf/SFile/sc-glb-13sep.pdf
Save the Children (2007): Last in line, last in School: How donors are failing children in conflict affected fragile states, p. 31.
http://www.savethechildren.org/publications/rewrite-the-future/RTF Last in Line Last in School report FINAL.pdf

7 Bush and Saltarelli (2000): The two faces of education in ethnic conflict, UNICEF.
http://ineesite.org/uploads/documents/store/doc 1 Bush and Saltarelli-The 2 faces of ed in ethnic_conflict.pdf

* 0’Malley, Brendan (2007): Education under Attack, UNESCO.

http://www.ineesite.org/uploads/documents/store/doc 1 Education under Attack OMalley.pdf
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risk alternative ways to continue education, such as smaller local school units or home based learning,
should be supported.”

The threat and attacks experienced by teachers in many conflict affected areas seriously affects educational
provision.”? In order to enable schools to stay open, or facilitate alternative educational programmes, the
use of unqualified teachers may be necessary, and in such situations, good quality accelerated training
programmes should be supported.” It should be noted, however, that under-qualified teachers can have a
very significant negative impact on education quality, and therefore this option should be seen as a last
resort in situations in which properly trained teachers are simply not available.

In conflict affected fragile states, there may be a significant number of children who have returned from
recruitment by armed forces or in other ways have traumatic experiences as result of the conflict. It is of
utmost importance that these children are able to attend schools, and that teachers are trained to receive
and help them. This must be part of any teacher training programmes and accelerated training programmes.

Funding education within fragile states is a complex and contentious issue. While much basic education
funding is delivered currently through The Education for All - Fast Track Initiative (FTI), The focus of the FTI
was initially to ‘fast track’ ‘good performance countries’, and therefore there was no built-in process for
covering the education of children in fragile states and conflict affected areas. Even the FTI’s Catalytic Fund,
originally aimed at developing ‘donor orphan’ countries’ capacity so that they can attract more donors, has
struggled with its in-built inflexibility in fragile and conflict-affected states. As Mick Foster says in a briefing
paper for the Global Campaign for Education, ‘It is ironic that the intended donor of last resort finds it
difficult to work in those countries most in need of a last resort.””

With the establishment of the Fragile States Task Team in 2006 the FTI started to look at how fragile states
can be included within the initiative framework. We commend the work that DFID has done as a key player
in the Fragile States Task team, and encourage DFID to use its influence to ensure that the proposed reforms
in the ‘Progressive Framework’ are implemented swiftly, with particular focus on the use of the ‘interim
status’ for both countries and non-state areas, and on enabling various modalities of aid at the same time,
including targeted grants through local-level bodies in addition or in place of national funding.

Currently confusion exists about the relation between the FTI and the World Bank, with understanding of
which conditions apply to FTI funds particularly badly understood. ‘The strict and hierarchical procedures for

the management and disbursement of the Trust Funds stand in contrast with the FTI desire for the Trust

176

Funds to be flexible, and adaptable to evolving developments.’””™ This is particularly an issue in conflict-

72 Bird, Lyndsay (2007): Children in Crisis: Education Rights for children in Conflict affected fragile states, p.6
http://unesdoc.unesco.org/images/0015/001555/155578e.pdf

O’Malley 2007: http://www.ineesite.org/uploads/documents/store/doc 1 Education _under_Attack OMalley.pdf, p.33

73 save the Children (2006 ) Rewrite the Future: Education for Children in Conflict Affected Countries, p.16
http://www.reliefweb.int/rw/RWFiles2006.nsf/FilesByRWDocUNIDFileName/KHII-6TL3RG-sc-glb-13sep.pdf/SFile/sc-glb-13sep.pdf,

’* Bird, Lyndsay (2007): Children in Crisis: Education Rights for children in Conflict affected fragile states, p.5
http://unesdoc.unesco.org/images/0015/001555/155578e.pdf

7> Mick Foster, ‘Achieving Primary Education for All by 2015: What more could the UK government do?’, Mick Foster Economics Ltd (January 2008)
7% ‘Mid-Term Evaluation of the EFA Fast Track Initiative: Preliminary Report’, Cambridge Education, Mokoro and Oxford Policy Management (April
2009)
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affected fragile states, where situations and institutional capacities can change rapidly and financing must be
flexible enough to deliver without being overly demanding on poorly resourced recipient organisations.
Within the current situation the FTI’s decision-making is slow and inefficient, and we are concerned that the
reforms championed by the Fragile States Task Team may not be implemented effectively. Recent proposals
for growing the FTI into a ‘Global Fund for Education’, housed outside the World Bank, may enable more
flexibility, hence allowing the FTI to become a vehicle for effective funding of education in conflict-affected
and fragile states as well as ‘good performance’ states.

Gender equity in fragile states

Conflict has a disproportionate effect on vulnerable populations, particularly women and children. Security
Council Resolution 1325 highlights the particular effect of conflict on women, and calls for greater protection
during conflict and engagement in peace building processes. DFIDs Gender Equality Action Plan (2007-2010)
and UNIFEM supported programmes are a step towards addressing the impact of conflict on women, but
DFID must integrate learning on gender aspects of fragile environments into strategies that go further that
promoting gender equity in service delivery (such as providing access to basic services such as education and
healthcare).

DFID must further analyse all aspects of social division (including gender, age, class, ethnicity) and consider
the implications in short and long term programming and planning’’. The context specific roles of men and
women as change agents should not be under-estimated and DFID must be prepared to engage in politically
and socially contentious aspects of good governance and reform.

4.3 How can we better provide for the security and access to justice of poor, vulnerable, or marginalised
populations?

The poor, vulnerable and marginalised face many problems accessing justice, and even more so in situations
of conflict and institutional fragility. However, this question is too narrowly framed. While the poor do find it
difficult to access justice, this must be set within the broader social context, which sees these groups of
people unable to access the most basic services provided by the state, including health care and education.

Institution building in post-conflict situations should involve all sectors of the affected society. However, the
difficulties in accessing education faced by groups such as women, the disabled, and the poor create
systemic barriers to engaging in the debate about how to ‘produce justice’ within a society. DFID’s work on
securing justice for the most disadvantaged must go beyond making reforms to the judicial system, taking
into account the social and cultural rights of the disadvantaged and aiming to equip them with the skills to
demand their rights through supporting their engagement in society and access to services.

5. International institutional reform: How can we work in partnership to deliver development?

5.1 How can we strengthen the WorldBankQ & f S3IA G A YI O& Imembergdvinyhénts, @fdy S & a

ability to accelerate progress towards the MDGs and address new challenges as they arise?

77 Baranyi, S. & Powell, K. (2005) Fragile States, Gender Equality and Aid Effectiveness: A Review of Donor Perspectives The North South Institute
http://www.nsi-ins.ca/english/pdf/Gender FS Paper Donor Perspectives.pdf
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The UK must match their contribution to the Rapid Social Response Fund with close scrutiny of the use of
these funds. A focus on short-term ‘crisis' interventions at the expense of developing sustainable national
social protection systems will do little to deliver long-term security for the world's poor, and will leave them
vulnerable to the next crisis. The World Bank must commit to support universal social protection that
benefits all vulnerable groups, supporting governments to build long-term and sustainable social security
systems without restrictive conditionalities. This fund must reflect the emerging consensus, which includes
the International Labour Organisation and the High-Level Task Force on the Global Food Crisis, that the
development of basic social security systems is a keystone in achieving the long term elimination of
poverty.”®

The sub-question posed by this consultation about how we can ensure that the World Bank has the structure
and resources to tackle crisis and poverty bears further examination — we need to ask whether the World
Bank is the best channel for effective development aid available, and therefore whether it should be given
the resources to lead the fight against poverty.

The recent Independent Evaluation Group report identified that health programmes delivered by the World
Bank are under performing, particularly in Africa’. Although the World Bank state that many of the concerns
raised in the report have been addressed in their new strategy, it is imperative that the UK, as a major donor
to the World Bank, closely scrutinise performance and demand results at the community level. The UK
Government should consider using the leverage potential of withholding further funding for the Bank until
effective reforms are established, as previously done over the debt relief conditions. The UK Government
should drive forward much needed reform of the World Bank to increase the inclusion of civil society and
affected communities in World Bank governance at every level. This form of inclusion and transparency
established in other multilateral organisations, such as the Global Fund to Fight AIDS, Tuberculosis and
Malaria, delivers results focused on country-led initiatives.

There is current speculation about the potential for one co-ordinating mechanism for health funding. It has
recently been suggested that the Global Fund to Fight AIDS, TB and Malaria be expanded in mandate to a
Global Fund for Health. We ask that DFID investigate this option with caution. The Global Fund is currently
facing a shortfall of funding between $4-$10 million for the period 2009-2010, despite the fact that it is
clearly a successful performance based mechanism that has delivered extraordinary results. The UK
Government has made a long term commitment to the fund, but as yet has taken no steps towards
addressing the current gap in funding. If the Global Fund mandate were to be expanded, considerable
investment would be required to initially meet the needs of expanding HIV, TB and Malaria programmes
prior to an expansion in other specific areas.

The option for a co-ordinated, streamlined approach to co-programming by the Global Fund, the GAVI
Alliance and the World Bank to strengthen health systems should be investigated as a way forward and to
make the best use of available funds.

Knox, C.(2009)TKS 2 2NI R . | y1Qa wlk LAR { smiSpeht bn poveditardptgdicBemds Bayidral NGzt & VulyfieRakilityd S
Programme

7 World Bank (2009) Improving Effectiveness & outcomes for the poor in Health, Nutrition and Population
http://web.worldbank.org/WBSITE/EXTERNAL/EXTOED/EXTWBASSHEANUTPOP/0,,contentMDK:22163572~menuPK:6080533~pagePK:64829573~piP
K:64829550~theSitePK:4422776,00.html
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In the field of education there are similar concerns about the World Bank’s effectiveness, especially as the
host institution for the Education for All — Fast Track Initiative (FTI). As explained in our response to question
4.2 confusion currently exists about the status of the FTI and about which set of conditions apply to FTI
funding through the two Trust Funds: the flexible FTI conditions or more stringent and restrictive World Bank
conditions. When the FTI was first established it was not envisaged that World Bank conditions would apply
to FTI funds, and it has been suggested that the confusion caused by this situation is a major cause of the
FTI’s notorious problems with slow disbursement.

The FTI has been very successful in those countries in which funds have been disbursed, as it has encouraged
the development of robust, costed national educational plans® and been associated with higher rates of
enrolment and completion of primary education. However, in addition to the problems caused by the FTI
being hosted within the World Bank, there are concerns that the initiative has too narrow a focus; for
example there is no attention within the initiative on secondary education even though the prospect of
secondary schooling is an important incentive to complete a primary cycle®, and the initiative has struggled
to provide aid in conflict-affected fragile states® despite these countries being home to over half of all
primary-school aged children who are out of school.

One suggested solution for these problems is to grow the FTl into a ‘Global Fund for Education’ with a wider
remit and housed outside the World Bank in order to allow greater flexibility and responsiveness.** We
suggest that DFID support this idea, which not only has the potential to tackle the problems plaguing the FTI
but also has the advantage of potentially attracting an extra $2 billion funding from the US Government and
hence going some way to tackling the inherent instability in basic education aid caused by the sector being
dominated by a few large donors.

5.2 What can we do to improve the performance of the UN in supporting poverty reduction?

Inter-governmental agencies such as the UN have a key role to play in protecting the most vulnerable, but
with the considerable influence of richer governments, self-interest may hinder genuine pro-poor measures.
A fundamental shift is needed in these agencies to enable greater representation from southern
governments in a democratic process aimed at long-term sustainable change with human rights at the core.
The UK Government should actively promote institutional change at every opportunity within the G8 and
G20 framework.

5.3 How can we enhance the ability of the EU to connect development policy and aid delivery with actions
on related issues such as trade, climate change and conflict?

& Global Campaign for Education, ‘The Next Generation: why the world’s children need a Global Fund for Education for All’, (2009),
http://www.campaignforeducation.org/docs/reports/GFE%20paper.pdf

& ‘Mid-Term Evaluation of the EFA Fast Track Initiative: Preliminary Report’, Cambridge Education, Mokoro and Oxford Policy Management (April
2009)

& Chris Berry, ‘A Framework for Assessing the Effectiveness of the Delivery of Education Aid in Fragile States’, Journal of Education for Development
4:1, (April 2009)

# Gene Sperling, ‘A Global Education Fund: Towards a true global compact on Universal Education’, Council on Foreign Relations Working Paper,
(December 2008), Global Campaign for Education, ‘The Next Generation’, (2009)
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With the EU and members states collectively being the largest donor of development aid, there is a
responsibility to a lead on international policy and actions. This year signifies a unique opportunity for the
European region, with the upcoming elections, new Commission, a review of the budget and discussions
around institutional reforms, a review of the EU sustainable Development Strategy and the ratification of the
Lisbon Treaty.

For development to have a more co-ordinated and coherent approach within the EU, there is the need for all
development policy and programming to come under one directorate, to be headed by a Development
Commissioner, specifically assigned to lead the development agenda forward. Within this directorate,
suitably qualified representatives should be engaged with policy and planning and at its core must be
universal human rights. Humanitarian aid must also be fully integrated and all emergency responses placed
within the context of longer term development implications.

If the development structure is to be genuinely pro-poor, development must be placed with the context of
all external EU activities that will impact the environment and the lives of vulnerable populations,
particularly within the trade and security agendas. DFID should promote greater transparency within the EU
structure and encourage greater involvement with recipient countries and civil society groups from all EU
member states.

The EU Aid for Trade Monitoring Report* called for specific improvements in the EU Aid for Trade
mechanism. AfT is still insufficiently mainstreamed in the policy dialogue that EU donors are having with
partner countries. We recommend that the UK draw attention to the findings and recommendations of this
report with other EU member states and push for further action.

Depending on particular circumstances, recipient countries must be given the opportunity to choose aid
modalities that fit with domestic goals and strategies. Aid must not promote the economic or geopolitical
interests of EU member states. Working in partnership with recipient countries, the EU must adequately
monitor and evaluate outcomes based on poverty reduction and MDG indicators. MDG Contracts present a
positive step towards outcome-orientated budget support and predictability of funding. DFID should closely
monitor the progress of such contracts and outline increased support through contributions to the European
Development Fund.

The EU took steps towards country demand-driven support through its Code of Conduct on Division of
Labour®. It is essential that the EU bases this on genuine democratic ownership and makes further concrete
steps to untie aid and phase out economic conditionality. Human Rights should be at the core of country
strategies and the EU should be ‘Supporting participation of civil society in the EC’s development co-
operation, in line with the approach in the Cotonou Agreement, and building the capacity of civil society

actors’®

. This is of particular importance in weak and emerging states where the government lacks capacity
to deliver services, and where public confidence may be low. Division of labour must emphasise actual
results, rather than focusing only on the process of donor harmonisation and there should be a guard against

‘orphaned’ aid countries.

# http://ec.europa.eu/development/icenter/repository/COMM_NATIVE_SEC_2009_0442_4_Aid-for-Trade-monitoring-report-2009_EN.pdf
® European Code of Conduct on Division of Labour
8 eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2001:0252:FIN:EN:PDF
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The Court of Auditors Report on EC Development Assistance to Health Services in Sub-Saharan Africa found
that the Commission’s support to health is low and that it was difficult to track general budget support and
assess its effectiveness in improving health services, particularly for the poorest communities. They conclude
that the EC needs to review its balance of funding to reflect the policy priority that should be given to the
MDGs, especially considering that all the health MDGs are currently off-track.

5.4 What further reforms are needed in other institutions, including the Regional Development Banks and
the global funds to support poverty reduction?

With the G20 pledging to treble allocations to the IMF to $750 billion in order to tackle the global economic
crisis it is more essential than ever that problems in the IMF’s policies and governance are resolved. Credit
lines have dried up around the world, meaning that developing countries will not have other options beyond
the international financial institutions to fund their recovery and ongoing development, and must therefore
accept the conditions imposed upon them.

Governance

The IMF’s governance structure, along with that of the other Bretton Woods Institution the World Bank, has
been a cause for much concern over the past decade. The IMF board is controlled by the Fund’s
contributors, meaning that policies that impact hugely on recipient countries’ spending decisions are
decided largely by a group of rich countries rather than through dialogue between the donors and those
most affected by loan conditions. The Global Campaign for Education describes the IMF as a ‘public but
eminently un-transparent, un-democratic organization’.®” The US has a voting share of 16.77 per cent, giving
it veto power over some key decisions of the IMF board that require 85 per cent agreement, while the whole
of Sub-Saharan Africa holds only 4.36 per cent, over a third of which is controlled by two countries: South

Africa and Nigeria.

While there has been movement on IMF governance reform over the last few years, it is worrying that the
communiqué produced following the recent G20 meeting in London, while giving the IMF huge new funding
and therefore a new lease of life, did not set a timetable for reforms, or make the new funding conditional
on progress. There is also concern that low-income countries are being sidelined even further as the BRIC
emerging economies (Brazil, Russia, India and China) are gaining more influence.?® It is right that the BRIC
countries should be engaged in governance and policy decisions within the IMF, but low-income countries
are in a completely different position economically and socially from the emerging economies, and therefore
cannot be represented by them. Reform of governance must go beyond giving a bigger role to a few
emerging countries, to embrace the input of all affected by the IMF’s policies.

Conditionalities
The IMF commonly imposes restrictions on recipient countries’ fiscal policy, notably the fiscal deficit and
level of foreign reserves. In recent years there has also been an increase in the number of cases in which the

¥ ‘Education on the Brink: Will the IMF’s new lease on life ease or block progress towards education goals’, Global Campaign for Education (2009)
# See ‘Education on the Brink’, Global Campaign for Education (2009), for example
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IMF is encouraging or requiring ‘inflation targeting’ — directing central banks to focus only or mainly on
keeping the inflation rate in the low single digits, as well as using the inflation rate as the main measure of
economic policy success.®’ These conditionalities seriously restrict the macroeconomic policy options open
to recipient governments, producing an anti-democratic situation in which important national economic
policies are in effect decided by a body that is not sufficiently accountable to recipient national
governments.

Due to the conditions imposed through IMF loans, developing countries cannot choose to follow the path
used by South Korea and other ‘Asian Tiger’ economies of massive expansion of public spending on health
and education, which led to a better educated and healthier workforce which could drive economic
expansion.”® Korea sustained an inflation rate of 15-20% over 15 years, while the IMF typically requires
recipient countries to keep to a rate of 5%. There is significant evidence to suggest that moderate inflation
rates between 5-20% do not hinder long-term economic growth, and may in fact be suitable for some
countries at some periods of their growth.

While the IMF justifies the focus on inflation to the exclusion of development investment by arguing that
‘stabilisation’ of a country’s finances will lead to growth, countries that accepted IMF loans in the period
1980-2005 ‘had markedly lower economic growth rates than those in the previous IMF-free 20-years period
between 1960-1980.””" Although macroeconomic stability is crucial, it does not seem to be sufficient to
achieve growth. In addition, the IMF’s specific definition of stability, a country with ‘current-account and
fiscal balances consistent with low and declining debt levels, inflation in the low single digits and rising per
capita GDP’”* would exclude several successful developmental states in East Asia. Not only does IMF-
designated ‘stability’ not seem to be sufficient to create growth, therefore, it also does not seem to be
necessary. We would argue that the conditionalities the IMF impose in order to achieve ‘stability’ are overly
restrictive, and may in fact slow down the rate at which recipient economies can grow. Not all economies
are the same and a ‘one-size-fits-all’ approach is inappropriate; individual countries need the flexibility to
decide their own economic policy.

Worryingly a recent study conducted by researchers at Cambridge and Yale Universities shows that
tuberculosis incidence and mortality rates in Eastern European and former Soviet countries rose significantly
after countries accepted loans from the IMF, and dropped after the IMF programs were discontinued. The
study suggests that the conditions the IMF required as part of its loans were associated with decreased
investments in critical health programs, and a rise in deaths from TB.” Although the findings are specific to

# Gerald Epstein, University of Massachusetts, (2006), “Too Much, Too Soon: IMF conditionality and inflation targeting’, see
http://www.brettonwoodsproject.org/art-542599 Epstein argues that ‘Far from being the historical norm, this focus by central banks on stabilisation
to the exclusion of development represents a sharp break from historical practice, not just in the developing world but also in the now developed
countries as well. In many of the successful currently developed countries, as well as in many developing countries in the post-Second World War
period, development was seen as a crucial part of the central bank's tasks. Now, by contrast, development has dropped off the 'to-do list' of central
banks in most developing countries.’

% Although opinions are divided as to the size of human capital investments’ contribution to economic growth, it is accepted that the impact was
significant, particularly in the field of education. See Andrew Mason, ed., Population Change and Economic Development in East Asia, (Stanford
University Press, 2001)

%! ActionAid, Cancelling the Caps, (2006)

*2 |MF, ‘Macroeconomic policy and poverty reduction’, in the PRSP Sourcebook, 2001

% David Stuckler, Lawrence King and Sanjay Basu, ‘International Monetary Fund Programs and Tuberculosis Outcomes in Post-Communist Countries’,
Public Library of Science Medicine, 5(7):
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the geographical area, historical period and to the context of TB control programs, they demonstrate that
IMF conditionalities have a serious direct impact on recipient countries’ social policy-making and therefore
should be reassessed with this in mind.

Wage ceilings and their successor policies

One of the most clearly damaging practices employed by the IMF is the use of ‘wage ceilings’, which prevent
the recipient government from expanding the public wage bill beyond a certain level set by the IMF in order
to prevent any rise in inflation. In 2007 the IMF recognised that wage-bill ceilings can be damaging to
countries’ attempts to expand coverage and quality of essential public services and has agreed to use them
only in exceptional circumstances.”* However, we believe that this reform does not go far enough — when
the IMF increased a wage-bill ceiling imposed on Mozambique by 1%, inflation and fiscal deficit targets were
reduced at the same time, making the government reluctant to spend extra money for fear of breaching
other conditionalities. Therefore the country was only able to hire an additional 9,000 teachers (against an
annual attrition rate of 6-8,000).>> An increase of 1-3,000 teachers for a population of over 20 million is very
unlikely to make a significant difference to education standards or coverage. In fact, the pupil-teacher ratio
has only fallen from 74:1 in 2006 to 73:1 in 2008, missing the government’s target of 71:1 and far off the
level recommended by the Education for All Fast Track Initiative, which is 40:1.

There must be an urgent reappraisal of the effect of wider macroeconomic restrictions on the ability of
countries to face the challenges of health crises such as HIV and TB, and to lay the foundations for growth
through working toward the Millennium Development Goals and Education for All targets. Although, as the
Treasury point out in ‘The UK and the IMF Report 2006’, ‘the work of the IMF — and the UK within it — is set

within the international framework of the Millennium Development Goals’®

IMF policies can in fact prevent
developing countries from investing sufficient amounts in the key social policy areas such as health and

education needed to achieve the Goals.

The IMF consistently claim that IMF policies do not restrict spending on health and education.”’” In a direct
sense this is more or less accurate; however IMF fiscal policies have a significant effect on national spending
on social sectors. On education, for example, any expansion of education systems, if, as it should, it covers
training and employing more teachers to ensure that pupil-teacher ratios are at appropriate levels, will
increase the amount of money circulating in the economy, hence increasing inflation. Countries with
inflation targeting as part of their IMF conditions package will therefore be unwilling to invest the ‘long-term
predictable financing ...[to] meet recurrent costs and invest in training teachers’,” that the Treasury agree is
needed to scale up education for fear of breaching their IMF conditions, even if donor money is provided for
this purpose. There is an inherent contradiction in the situation where a country can be assessed as fiscally

irresponsible and punished by the withdrawal of funding because they invest in education, which

e143. doi:10.1371/journal.pmed.0050143 (2008)

** IMF, ‘IMF Trims Use of Wage-Bill Ceilings’, IMF Survey Magazine, September 5 2007, see
http://www.imf.org/external/pubs/ft/survey/so/2007/POLO95A.htm

% ActionAid, Confronting the Contradictions, (2007)

% ‘The UK and the IMF Report 2006: Reform to deliver prosperity for all’, HM Treasury (2007)

%7 See, for example, letter dated 27 April 2009 from Dominique Strauss-Kahn to Sue Perez, in response to a letter signed by over 150 civil society
organisations from around the world.

% ‘The UK and the IMF Report 2006: Reform to deliver prosperity for all’, HM Treasury (2007)
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‘contributes to economic growth and enables people to raise themselves from poverty and better support
their families’,® particularly in an era in which the richer nations in the world are following fiscal stimulus
programmes designed to expand public spending.

A bill introduced in the United States Congress recently contained the following clause: ‘The Secretary of the
Treasury shall instruct the United States Executive Director at the International Monetary Fund to use the
voice and vote of the United States to oppose any loan, project, agreement, memorandum, instrument, or
other program of the International Monetary Fund that would not exempt increased government spending
on health care or education from national budget caps or restraints, hiring or wage bill ceilings or other

limits imposed by the International Monetary Fund in Heavily Indebted Poor Countries.”*®

We believe that DFID should push the UK Executive Director at the IMF to adopt a similar attitude, calling for
exemption of government spending on health, education and other essential services such as sanitation
infrastructure from both direct (wage caps) and indirect (inflation targeting, fiscal deficit target) restrictions
on IMF funding. This would require a flexible approach to fiscal policy conditions, including willingness to
accept time-limited, controlled rises in inflation rates in return for human capital investments.

Currently there is a fundamental policy mismatch between Development Ministries and Finance Ministries in
many countries around the world. While Development Ministries continue to work toward the achievement
of the Millennium Development Goals, Finance Ministries support policies in the poorest countries that
actually undermine achievement of the Goals due to restricting government funding to such a level that
recipients of IMF loans cannot employ sufficient numbers of well-trained staff to deliver effective health and
education systems. Whilst we understand that the Treasury, as lead agency on the IMF, take the
responsibility for UK policy toward the IMF, we believe that DFID must urgently engage with the
International Finance team at HM Treasury in order to align the policy of the two departments, as well as
encouraging the engagement within developing countries of service-delivery Ministries such as the
Ministries of Education and Health in the development of Poverty-Reduction Strategy Papers and other IMF-
linked policy frameworks.

While we are pleased that in-country analysis from DFID experts feed in to UK consideration of Poverty
Reduction and Growth Facility loans on the IMF board, we emphasise that this analysis should include the
needs for scaling up the health and education sectors to meet the Millennium Development and Education
for All Goals, and that the DFID health and education teams should be involved in consultation with the UK’s
representation on the IMF board, as well as the finance team.

Ends.

% ‘The UK and the IMF Report 2006: Reform to deliver prosperity for all’, HM Treasury (2007)
111" Congress, H.R.1105 Omnibus Appropriations Act, 2009 (Enrolled as Agreed to or Passed by Both House and Senate), see
http://thomas.loc.gov/cgi-bin/query/z?c111:H.R.1105:
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