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The Peer Review Process

The DAC conducts periodic reviews of the individual development co-operation efforts of DAC members. The
policies and programmes of each member are critically examined approximately once every four or five years.
Fivemember s are examined annual | y.-opEratien DDECratedpsovides anaytical p
support and is responsible for developing and maintaining the conceptual framework within which the Peer
Reviews are undertaken.

The Peer Review is prepared by a team, consisting of representatives of the Secretariat working with officials
from two DAC members who are designated as fAexamin
memorandum setting out the main developments in its policies and programmes. Then the Secretariat and the
examiners visit the capital to interview officials, parliamentarians, as well as civil society and NGO
representatives of the donor country to obtain a first-hand insight into current issues surrounding the
development co-operation efforts of the member concerned. Field visits assess how members are

implementing the major DAC policies, principles and concerns, and review operations in recipient countries,
particularly with regard to poverty reduction, sustainability, gender equality and other aspects of participatory
development, and local aid co-ordination.

The Secretariat then prepares a dr af {operaterpor t
which is the basis for the DAC review meeting at the OECD. At this meeting senior officials

from the member under review respond to questions formulated by the Secretariat in
association with the examiners.

This review contains the Main Findings and Recommendations of the Development
Assistance Committee and the report of the Secretariat. It was prepared with examiners from
Spain and Sweden for the Peer Review on 20 April 2010.

In order to achieve its aims the OECD has set up a number of specialised committees
of these is th®evelopment Assistance Committeavhose members have agreed touse
an expansion of aggregate volume of resources made available to developing countris
to improve their effectiveness. To this end, members periodically review together botl
amount and the nature of their contributions to aid programmes, ailatedt multilateral,
and consult each other on all other relevant aspects of their development assistance p¢

The members of the Development Assistance Committee are Australia, Austria, Belg
Canada, Denmark, Finland, France, Germany, Greeceandtelltaly, JapanKorea,
Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain, Swe
Switzerland, the United Kingdom, the United States and the Commission of the Euro
Communities.
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AEAD

APPG

ARIES
BIS

CDC
CERF
CGD
CHASE
CPIA
CPRC
CSO
CSR
DAC

DBERR
DBS
DCMS
DECC
DEFRA
DFID
DPA
DPAF
DPF
DRR
DSO
ECGD
EDPRS
FCO
FY
GEAP

LIST OF ACRONYMS
Accra Agenda for Action
Aid Effectiveness and Accountability Department (DFID)
All Party Parliamentary Group
Activities Reporting Information £System

Department for Business, Innovation and Skills (formerly Department for
Business, Enterprise and Regulatory Reform)

CDC Group plc (formerly Commonwealth Development Corporation)
Central Emergency Response Fund

Centre for Global Development

Conflict, Humanitarian and Security Department

Country Policy and Institutional Assessment (World Bank)

Country Planning Review Committee

Civil society organisation

Comprehensive Spending Review

Development Assistance Committee of the Organisation for Economic
Co-operation and Development

Department of Business, Enterprise and Regulatefgiif
Direct budget support

Department for Culture, Media and Sport

Department of Energy and Climate Change
Department for Environment, Food and Rural Affairs
Department for International Development
Development Partnership Aamgement

Donor Performance Assessment Framework (Rwanda)
Divisional Performance Frameworks

Disaster Risk Reduction

Departmental Strategic Objective

Export Credit Guarantee Department

Economic Development and Poverty Reducttrategy (Rwanda)
Foreign and Commonwealth Office

Financial year

Gender Equality Action Plan

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010



DAC PEER REVIEW OF THE UNITED KINGDOM 5

GHD
GNI
HCS
HMG
HMT
IACDI
IATI
ICRC
IDC
IFI

IHP
IMF
INCAF
LIC
MDG
MIC
MOD
MOPAN
MTEF
NAO
NGO
OCHA
ODA
PAC
PFM
PPA
PRSP
PSA
TC

UN
UNDP
UNFPA
UNHCR
UNICEF

Good Humanitarian Donorship initiative

Gross national income

Home Civil Service

Her Majestybds Government
Her Majestyobds Treasury
Independent Advisory Committee on Development Effectiveness
International Aid Transparency Initiative

International Committee of the Red Cross
International Development Committee

International financial institution

International Halth Partnership

International Monetary Fund

International Network on Conflict and Fragility

Low income country

Millennium Development Goal

Middle income country

Ministry of Defence

Multilateral Organisations Performance Assment Network
Medium Term Expenditure Framework

National Audit Office

Non-governmental organisation

United Nations Office for the Gordination of Humanitarian Affairs
Official development assistance

Public Accounts Committee

Public financial management

Partnership Programme Agreement

Poverty reduction strategy paper

Public Service Agreement

Technical ceoperation

United Nations

United Nations Development Programme

United Nations Population Fund

United Nations High Commissioner for Refugees
United Nations Children's Fund
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UNRWA United Nations Relief and Works Agency for Palestine Refugees in the Near
East

WFP World Food Programme

Signs used:

GBP Pound Sterling

EUR Euro

uUsD United Staes Dollar

() Secretariat estimate in whole or part

- (Nil)

0.0 Negligible

. Not available

é Not available separately, but included in total
n.a. Not applicable

Slight discrepancies in totals are due to rounding.

Exchange rates (GBP per USD):
2006 2007 2008
0.5434 0.4997 0.5527
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United Kingdomdéds aid at a gl ance

UNITED KINGDOM Gross Bilaters! ODA, 2007-08 saverage, unless otherwise shown
By Income Group (USD m) ‘ Clockwize from top
Current (USD m) 9849 11 500 16.8% BLDC:
Constant (2007 gsn m;:_ . 9849 12 314 26.0% 5317 5 459
In Pounds Sterling {million) 4921 6356 292% B Other Low-lncome
ODAGHMI 035% 043%
Bilateral share 7% 64% @ Lower Middle
Income
_ -Upperrﬂiddlﬁ
206 Income
Unallocated
1 India 7on 1001 nenaioee
2 Iraqg 350 1522
3 Afghanistan 296
4 Migeria 275 -
5 Ethiopia 273 ByRegion (USDm) | o
6 Bangladesh 249
7 Tanzania 243 5517 'i:ifh&centml
8 Pakistan 229 2092 8 Other Asiaand
9 Sudan 203 Oceania
10 China 201 wifiddle Eastand
59 Marth Africa
Latin A i d
Top & recipients 25% 127 Dcaa”jhh;?-.ma o
Top 10 recipients 40% 48R OEurocpe
Top 20 recipients 57% )
1678 oUnspecified

0% 10% 20% 30% 40% 50% 50% T0% 80% 80% 100%

BEducation, Health & Population B Other Social Infrastructure @ Economic Infrastucture
WProduction aMultisector OProgramme Assistance
ekt Relief BHumanitarian sid OUnspecified
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THE DAC6S MAI N FI NDI NGS AND RECOMME

Overall framework for development cooperation

Legal and political orientations

An international development leader in times of global crisis

The United Kingdom (UK)s a recognised international leader in developm&his
is the result of lear vision, consistent political leadership, strong human resource and
financial capacity, and continued commitment to28&3targetof providing 0.7% obits
gross national incomeGNI) as official developmentassistance @DA). The UK is
effective in seizing opportunities to promote development in a wider ;di@amexample,
at theLondon G20 summit in 2008 advocated for a strong development focushia t
international response to the global economic crisis. It has &kead in a number of
critical areas such as aid effectiveness, engagement in fragile, dtataanitarian
assistancand thereform of the internationahid system.As a result, the UKs in many
ways seen as a model by other donors. giviss the UK a special responsibility.

Staying committed to poverty reduction while broadening the policy agenda

The UK development coperation programme benefits from a solid legal biasie
International Development A@002clearly stipulagéspoverty reductioro bethe purpose
of development assistanciehe clarity of its poverty reduction focus has been a powerful
asset for the UK aid programme in past years. Meanwite two most recent wieit
papers (2006 and 2009) have progressively expanded the policy framework for
development coperation and adopted a comprehensive appraaiath goesbeyond the
aid agenda to address new global challenges. The 2009 white paper sets four key
priorities: () achieving sustainable growth in the poorest countfi@€ombating climate
change; (iii) supporting conflict prevention and fragile states; and (iv) reinforcing the
international ai d syst edovieger, retumulativepladgsy and ef f
madei n t he successive white p,a@bines withthehe A We wi
objectivesof the variouspublic service agreements (PSAs) creates a complex array of
priorities for DFID! While broadening the development agenda, the UK will need to
maintain a clear vision and mandate for its aid programme. To achievBi3,should

1 The PSAs spanning0082011 set sevenstrategicobjectivesfor DFID: (i) promote good governance,
economic growth, trade and access to basic services; (ii) promote climate chéiggtdiom and
adaptation measures and ensure environmental sustainability; (iii) respond effectively to conflict and
humanitarian crises and support peace in order to reduce poverty; (iv) develop a global partnership for
development; (v) make all bilaterahd multilateral donors more effective; (vi) deliver high quality and
effective bilateral development assistance; and (vii) improve the efficiency and effectiveness of the
organisation
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prioritise clearlyits policy goalsand streamline further its policies and strategic guidance
around core priorities linked to the Millennium Development Goals (MDGS).

The UK is committed to providing suppdd fragile countries and conflict zones
which is commendabldts spending in fragile states hasutbled over the last five years
andthe 2009 white paper commits at least 50% of all new bilateral country atalite f
states with a focus orpeace and state buildinfhe UK governmentombines bilateral
and multilateral approaches efficiently aadvocates strongly for a strengthened and
more coeordinated multilateral response during pekeeping operations, asell as in
crisis and postonflict situationsDFID is alsoa driver ofthe OECD Development
Assistance Committeeds ( Dw@ne itsWweadekshipoand f r agi | e
innovative approaches areunh appreciatedSince 2007, DR has focusd strongy on
conflict sensitivityand peacéuilding in failed and postonflict states It could now
broaden its approach addvelop preventive strategies in fradilat pre-crisis states.

DFID strives topromote gender equality in its policy dialogue and paogning,
seeking innovative approachesatthieve thisContinued #orts in mainstreaming gender
equality will be important teensure thainy gains made are sustainable and ban
intensified The UK shouldalso continue tolearn from its work on gendergeality,
apphing lessonsto other crosgutting issues and shag good practice with other
donors.

Ensuring external and domestic accountability

There is broadublic and politicalsupport for development assistantwmwever,
public awarenessof develpment aidis weak, public support for more official
development assistance (ODA) is decliniagd public and political concerns over the
effectiveness of financial aid are increasing. The aid programme is coming under greater
scrutiny as itdudget increses(and in light of the economic turndowmjlore than ever,
DFID needsto demonstrate #i aid is effective andhaving animpact if it is to
consolida¢ public and politicalsupport It has taken steps to demonstrate achievements
by linking resultsto UK action and by increasing its communication efforts, including
developing a new UK aid logd.he UK need to continue to ensure that its desire for
greater visibility and its need to demonstrate results support partnencpriatities and
that it remainsccountable both to its partner countries and UK stakeholders

Promoting policy coherence for development

The UK is highly committed to ensuring that all of its domestic and international
policies support, or at | e developnmbmt aspirations.under mi n
Its 2009 white papgrrovides an overarching plan for coherence around three key priority
areas: poverty reduction and economic growth (including tradiepate change and
conflict. The UK promots coherence of its domestic andrdign policies with its
development effortdn two main ways (i) the Secretary of State for International
Developmentparticipatesin the cabinet andh cabinet committeesand (ii) the PSAs
establishstrategic crosgovernment objectives and targetsatbich severablepartments
contribute In practice, crossgovernmentapproaches have been strengthened both in
headquarters anthe field This is especially true forrdde (whose sulrommittee is
chaired by the Secretary of State for International Devedop)nclimate changeand
conflict, with closer links developed betweedhe aid, foreign policy and defence
communities.
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DFID has made considerable progress in improving how it works across government
and itis increasingly called on to work more with athdk government departmentBy
clearly speci fyi nlgtermattohaDdewelopnent A2000hasvhelped t h e
to ensure that the potentially competing objectives of other foreign policy, trade, climate
change and national security priorities du noverwhelm development objectives. In the
coming years, DFID should continue to rely on its clear poverty reduction mandate to
avoid its mission being diluted when engaging with other government departments.
Conversely, being at the core of the UK goveemt should enable DFID to ensure that
the machinery of government as a whole supports effective-goagsnment working on
international policies and priorities, resulting in UK policies that are consistent with its
development objectived.o do so, itshould continue to use both internal and external
analytical capacity to inform government discussions with strong evidence on policy
inter-linkages and their impacts on development

The government should broaden its efforts and deepen its commitmentptolitdye
coherence for development agemuaelected new areas of government polmsaring in
mind the European Union (EU) platform for policy coherence for development. This
requires the UK government to set out a common agendacialy prioritisedand
time-bound objectives Relevant government departments should thdly assume
responsibility for each selected argaided bysolid evidence

The International Development (Reporting and Transparency) 2@06 obliges
DFID to report every year ome impact of UK policies on developmeandDFID has
includedpolicy coherence indicators in several strategic objectides/ever, the UK can
further improve itsmonitoiing, assessg and reporting to the public and parliament on
the impact of itgolicy coherence for developmeetforts It is encouragingthdd F | D& s
new evaluation policplans to assess policy coherence issues.

Recommendations

To maintain its position as a leading development player, the UK should:

1 Retaintheaid programmeé slearfocuson poverty reductioras the UKbroades its
developmenagenda an®FID engagesurther with other government departments.

9 Prioritise policies and streamlire objectives derived from theublic service
agreementand white paperaround core priorities lked clearly to the MDGs.

1 Ensure thatthe stronger focus on results and communication supports partner
country priorities andthat the UK is accountable both to its partner countries and
domestic stakeholders

1 Include in the ommon government agenda fpolicy coherencdor development
someadditionalpriority areasn which to promote drtherdevelopment concerns in
line with the EU policy coherence platform.

1 Improvehow the UKmeasures, monitors and reports to parliament and the public on
the impact ofits domestic and foreign policiesmmpar t ner countriesd de\
results
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Aid volume, channels and allocation

The UKOGs net ODA was USD 11.5 billion in 2
year alone. Total ODA was equivalent to 0.43% of GNI, rankingJKeenth amongst
DAC donors for its ODA/GNI ratio. The UK is committed to reaching the target of 0.7%
of GNI as ODA by 2013. The last comprehensive spending review {2001) sees the
UK providing 0.56% of GNI as ODA by UK fiscal year 2010/11. This wouleet the

EUO s individual 2010 target of 0. 51 %. The l
legislation that would enshrine the 0.7% ODAJ/GNI target in law. This development is
positive and, if enacted, wil!/ add to the UKD®

In 2008, 6 3 % laterdl aitl tvas prabkatmreed aticountry level. This
percentage is higher than the DAC average of 58%, and demonstrates the extent of the
UK©b6 s contribution t o partner countriesbo dev
alignment with countrfevel decisioamaking processes and priorities.

Continued efforts to concentrate UK aid are important

DFID continues to deliver the bulk of British a@id36% in 2008. Since the 2006 peer
review, DFID has taken further steps to concentrate its bilateral programme
geographicall, and approximately 90% of its bilateral programme is now concentrated in
23 countries. Since 2002, DFID has closed offices or programmes in 36 countries.
However, norfDFID ODA remains more fragmented. The UK does not report on the
impact or value for maegy of this assistanceé a situation which could be improved.
Further consideration could be given to how aid delivered by departments other than
DFID is allocated as its development impact is less clear.

DFID has developed an econometric model to guisleiiateral resource allocation
decisionsThis doesot consider portfolio performanchrectly, though DFID does strive
to improve its portfolio quality. DFID recognises that demonstrating results may be more
challenging in fragile states, where risks a@edtivery costs are higher, though this has not
deterred DFID from increasing its emphasis on a set of countries where needs are
particularly significantDFID does not appear to have useddsource allocation model
when deciding to close country progmmes. It could be clearer with its external
stakeholderabout how it decides whiatountry programmet® close

A strong MDG focus, though thematic spending targets continue to pose a risk

The UK6és bilateral ODA retai ebsinlmththea r ong MDC
allocation of bilateral aid to low income countries (LIC51% of total ODA in 2008
and the emphasis on social infrastructure and services, which has grown over time. The
recent graduation of countries such as India to middle incomesdhas resulted in a
slight decline in the proportion of ODA allocated to LICs. Where it engages in middle
income countries (MICs) such as India, the UK should sustain its focus on poverty
reduction.

In line with the findings of the 2006 peer review, th& ldontinues to make
significant use of sector and thematic spenc
affected by such targets, primarily in health and education. The problem with these
targets is that they can undecoumtiympreoriti€&Fl Do6s abi
so it is important that DFID continues to manage them carefully.
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A positive emphasis on multilateral effectiveness

In 2008, 36% of UK ODA was provided through multilateral channels. The UK
government demonstrates clear support fonthétilateral development agenda and plans
to increase its use of multilateral channels for aid delivery. The fourth white paper (2009)
emphasises the efficiency and effectiveness of the international aid system, and DFID
draws on evidence on the performanaf multilateral organisations when allocating
funds. This approach includes the negotiation of new performance frameworks with
several UN agencies, though a significant proportion of funding through the UN is
provided as nowore contributions. DFID is ra active member of the Multilateral
Organi sations Performance Network (MOPAN) an
multilateral assessment framework. DFID could work more with other donors to promote
harmonised approaches to making multilateral aid moeetafe.

Recommendations

Pl anned increases in the UK6s aid vol ume ar e
the UK should:

1 Implement its commitment to providing 0.7% of GNI as ODA by 2013. Adopting
| egi sl ation for thi scredibiity]l further enhance t

1 Improvethe quality of information on aidelivered by departmentgher tharDFID,
including on its development impact and value for money, in its public
communications

1 Awvoid introducing further sector and thematic spending targets, aad ggainst
existing targets undermining the ability of country programmes to align with partner
country priorities.

1 Work more closely with other donors on approaches to support multilateral
effectiveness. I ncrease theprividddascerbar e of ¢
resources in exchange for better evidence from UN Agencies, Funds and
Programmes on their results, impact and contribution to wider development
outcomes.

Organisation and management

A purpose and performancalriven organisation

The UK irstitutional system offers a powerful modet development coperation.
A single department (DFIDhasa seat incabinetand mana@s most aspects of UK
international development policy and the bulk of the aid programme. DFID is a capable,
missiondriven and decentrated development ministry which delivers its aid programme
effectively. It benefits from strong cohesion at management level anefjbajtly and
committed staff. Strong linkages between headquarters and field offices and innovative
approache$o working both irhouse and with other UK departments and institutions are
key features of DFID s way of Tworskianpgpl i es for instance
link research and internal policy making. DFID makes continuous efforts to impotive
its efficiency andeffectivenessin recentyears it has reinforced its corporate tools and
systems to ensure compliance and has strengthened its country planning process.
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DFID has so far been able to manage an increased aid programme whilst réducing
admingtrative costs. However, the scale and breadth of the chafereg by DFIDhave
increased to an unprecedented legglthe aid budgets expected to increase annually by
11% in real termdbetween2007/08and 2010/11, while the administrative budgell wi
decrease annually by 5% over the same pe(igdDFID hasincreased its engagement
fragile states wher e it IS more difficult and cost |y
development portfoliags broader and involves working in more complex and fragetent
development environments.

DFID is addressing this challenge througbth strategic actionge.g.decreasing the
number of country offices) ancbrporate governance reforrfincreasing efficiency and
effectiveness angrotecing resources on the frofihe, especially in fragile statesin
particular, DFID has embarked an ambitious internal change programim@ Ma ki ng i t
Ha p p.&skeéy objectives are to enable DFID to have more development impact with its
resources and to better communicate thigaat to the UK public, usingvidence more
effectively. Within this framework, DFID is pioneering a rigorous vafaemoney
approach, assessing results against the cost of achieving them.

Mai ntaining capacity and protecting DFIDb6s ke

Key UK st&eholdersi such as the parliamentarinternational Development
Committeeand theNational Audit Office T are concerned about DFiDEapacity to
maintain the quality of its assistanegth fewer administrativeesourcesin particular,
the number and qu&i of DFID staff at country level is an asset afutther staff
reductions may put at risk its capacity to deliver the aid programme effectively.
Maintaining the numbers of staff involved in programme delivery overseas and keeping
the level of expertise isrucial. Stengthening the mediuterm workforce planning
exercisewill be essentiato ensureDFID has the right staff with the right skills, including
in fragile statesDFID should continue to look beyond staffing for efficiency galtss.
recent planto reduce administrative costs is positive, as it aims to meet the efficiency
target set by the Treasury while protecting frontline staff.

DFID should also maintain enough flexibility within ¥sluefor-moneyand results
approachto safeguardhe aid prg r a mnkeybobjectives and asset§hese include
D F | Dléngrterm approach to developmenits flexibility in delivering the aid
programme its increased focus on fragile statemdits new approach to civil society
organisations

DFID has establisheasinglecorporate performance framework. It also has a system
of annual project reviews, as well as separate reporting on the 2009 white paper and other
policy priorities. This means that the overall reporting framework is complex and time
consuming, andtaff in country offices feel that some of the requirements overlap and
lack clarity of purpose. DFID should look at how it can integrate further its different
streams of reportingDFID has also made progress on evaluation, increasing the
resources availddy strengthening independence with the creation the Independent
Advisory Committee on Development Impact (IACDI) in May 208rid setting out
comprehensive evaluation poliay June 2009These are positive developments which
should help reinforca cuture of learning and evaluati@tross DFID and build stronger
linkages to the wider DFID performance management and planning systems
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Recommendations

In order to maintain the credibility of its
the UK should:

I Retain its powerful institutional system. This includes a developmenpemtion
department with a seat in cabinet and a clear poverty reduction mandate, as well as a
decentralised and flexible approach with a capacity to engage ontelong
development bjectives.

1 MaintainDF | D6 slinef (pragnarhme)staffing levelsand keepa critical mass of
expertise irhouse, including sector specialistdis will meandevelopng further
D F | Dn@diumterm workforce planning system

1 StreamlineD F | Dréperting reqirementsfurther; continue efforts to developna
evaluationculture ando useevaluationss forwardlooking management tosl

Practices for better impact

Implementing aid effectively

The UK performs well against the key aid effectiveness indicators,parider
country governments regard DFID as a valued and constructive donor. Implementing the
Paris Declaration is a corporate priority for DFID, and is addressed explicitly in its
corporate performance framewor k. ivPledssDO6s abi |
commitments is supported by its decentralised model, and by significant use of general
and sector budget support. Key domestic stak
support, provided that certain conditions are met. However, it is importanDEB
continues its efforts to assess and communicate the benefits of budget support over other
modalities.

External stakehol ders recognise and appreci
country priorities and to harmonise with other donors. DRIB diten played a leadership
role in developing joint country strategies and performance management frameworks at
the country level, and it participates in delegateebperation and silent partnerships.
DFID could, however, focus its support more cleamya smaller number of sectors in
which it has clear comparative advantage, in line with the EU code of conduct on
complementarity and division of labour. This will be particularly important as partner
countries increase their efforts to improve donordgidn of labour and complementarity
at the country level.

The UK has taken steps to implement its international commitments on mtstium
predictability. DFID has instructed its country offices in most partner countries to discuss
with governments likelyuture aid flows over a three to fiyear horizon. Efforts should
be made to extend this approach to all programme countries. In some countries, DFID has
been innovative in implementing tgear Development Partnership Arrangements
(DPAs), though these ream in the minority and the firmness of the commitment they
embody is not clear.

DFI Dé6s approach to conditionality has i mpr o\
policy conditionality. DFI D6s assistance i s
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principles: (i) commitment to poverty reduction and the MDGs; (ii) respect for human

rights and international obligations; and (iii) strengthening financial management and
accountability. Adherence to these principles is assessed through mutually agreed

perfor manc e benchmar ks, of ten derived from p
development strategies. However, there are no explicit links between the benchmarks

(which DFID stresses are not equivalent to conditions) and the partnership principles.

This means thaDFID could do more to implement its commitment under Aloera

Agenda for Action(AAA) to make public all conditions linked to disbursements,

particularly with regard to human rights issues.

The DAC recogniset he UKGO6s positi ve neldialdgueiotaid i on t o
effectiveness, and in particular its influential role in shapingdt@a Agendaln recent
years, the UK has focused on shotlam and high profile initiative$ such as the
International Aid Transparency Initiative (IATI) and Intational Health Partnership
(IHP). The Committee learned that the UK has championed specific initiatives such as
IATI. The UK is aiming to galvanise progress in delivering on the Accra accountability
and transparency commitments by supporting IAAtl the same time, e UK can and
shouldcontinue to contribute to thiaternational dialogue on aid effectiveness, where it
cansharets experience and todler the benefit of both donors and partner countries.

Learning from priority topics

Capacity development

The UKO6s devel opment policies are relativel
development; however, neither the UK government nor DFID has articulated a clear or
explicit vision for capacity development in the context of UK developmeioperation
The absence of an internal di scourse on capa
thematic work may hinder its ability to disseminate capacity development lessons across
sectors and themes.

DFID situates capacity in the context of state capability aedountability.
Accordingly, it has strengthened its approach to capacity assessment at the macro level
through appropriate tools grounded in the country planning process. DFID does however
face challenges at the individual programme or project levelrevkiee design of
interventions is not systematically grounded in a robust approach to capacity assessment.
The placement of technical @peration personnel is seen by DFID country offices as a
fairly standard response to capacity challenges, and althbisgban be effective, it does
not necessarily lead to the sustainable development of partner country capacities.

DFI D6 s approach t 0o -opesatioa gsi fegjble,taadc i hasc a | co
incorporated key aid effectiveness principles. As with the redt bfe UK&6s bi |l at er
assistance, technical-operation is fully untied. DFID seeks to pool resources with other
donors where appropriate, and encourages the use of partner country systems for the
procurement of technical ezperation expertise where feasgibl

Supporting capacity development efforts in partner countries can place high demands
on country office expertise. It is important that DFID maintains enough expertise in its
country offices to ensure high quality dialogue on capacity development waisiadnd,
where appropriate, to continue playing a role in the direct management of inputs to
projects and programmes where this is called
tended to concentrate efforts on capacity development in the governraemt 881D
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recognises the need to expand its emphasis testade stakeholders, and plans to
increase support to civil society and other +stete actors. This is a positive
development.

Environment and climate change

Driven from the highest levels of gennment the UK is strongly committed to
tackling climate changeThe prominence of th agenda is reflecteth the strong legal
and institutional framework in place since 2008. This cretitedepartment for Energy
and Climate Change (DECCgnactedthe Energy and the Climate Change Actnd
established a speciffsublic service agreement (PSA) on climate cha@fjenate change
is a priority area in the009 White Paper omternational Development he objectives
set in thePSA and the white paper areabslatedi nt o DBtRatedic®bjective on
promoting climate change mitigation and adaptation measures and ensuring
environmental sustainabilifpFID now has greatdnternalcapacityfor tackling climate
changeand broad crosdepartmentalpolicy work is done at every levelDFID also
makes effective use of various sources to develop knowledge, building close links
between its internal climate change research capacity, other UK research institutes and
country programme<limate change operations ardl st an early stage, although key
stepsinclude animplementation plan approved in May 20@®d a pilot exercise
involving nine partner countriet.essons from this pilot should help develogrporate
guidance on mainstreaming climate chaagédincorpomte climate change and disaster
risks into environmental screening. As the UK engages fudietimate changeat must
ensurehat its approacheto climate changalsohelpto alleviate poverty

The UK plays an influential role itinking climate chang with development in
internationaf or a . I n part i additonality of climatgochangafubhd®g t he
urging that climate finance should be additional money and should not divert resources
from existing ODA commitments.

Beyond the specificssue of climate change, DFID sees environmental protection as
critical for reducing povertyWhile working through internationalpartnershipsDFID
alsostrives tomainstreanmsustainable developmeint its bilateral programmencluding
in the context of bdget supportin line with OECD/DAC guidanceDFID has made
efforts to ensure systematic and molgorous implementation of environmental
screening and strategic environmental assessmBEms comes with an increased
emphasis ordisaster risk reductionyith the 2009 white paper committing to allocate
10% of any natural disaster respomseneyfor prevention and preparedne3sis is
commendable and should be seen as an opportunity to mainstream further disaster risk
reduction in the programm@&o supporits engagemenDFID mustmaintain appropriate
resourcesand technical capacitipr broader environmernissues. It must also ensutet
its programmatic suppoitn partner countries is aligned to
fits into the wider divisiorof labour, strategically selecting key issues where it can add
value. In order to monitor progress, DFID could complement its annual corporate
reporting on implemening climate change ahenvironmental sustainability activities
with broader impacévaluatons in the medium term

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010



227 DAC PEER REVIEW OF THE UNITED KINGDOM

Recommendations

To increase further the effectiveness and impact of its developmemecation, the UK
should:

1 Make public all conditions linked to its aid disbursements. It should clarify
conditions on governance and politidakues, so that partner countries are clear
about what would constitute a breach of its partnership commitments. It should also
continue efforts to harmonise conditions with other donors.

1 Improve internal communication and guidance on capacity developstestigthen
capacity assessments in the development of projects and programmes; and
implement its commitment to support the development of capacities e$tatmn
actors.

1 Include climate change and disaster risffuctionaspectsn D F | ZlBvsonmental
saeeningsystem.

1 Continue tgpay attention to wider environment issues, prisiritjareasalignedwith
partner c o amtheie & sadaddvaue dosnpared with other donors
Ensure sfficient capacity to engage in these areas.

Humanitarian action

The UK is a prominent actor within the international humanitarian system in both
policy-setting and financial terms. Of all the DAC dondp$;ID givesthe third largest
volume of assistand® the international humanitarian systemith 84% of humanitaan
funding going through multilateral channel$n 2007, nearly twa hi r d s of UKO s
humanitarian expenditure was either-earmarked (40%) or lightly earmarked4{a).

Much of the urearmarked funding is given through mwldar agreementswhich
increaseshe predictability ofUK support The UK is considered to be a committed
advocate for principled humanitarian action. With a prominent role in instigating and
driving the UN humanitarian reform agenda, the UK has also been instrumental in
promoting standarl and practices across the system. The links between policy and
practice within UK humanitarian assistance appear resilient with a corresponding strong
association with humanitarian policy orientations at the field level.

DFID has a clear strategy for hunirian action This isanchored irthe principles
of good humanitarian donorshifGHD) and covess the full spectrum of humanitarian
action from prevention and preparedness through response to recovery. In line with these
principles, DFID has divested mnsibility for humanitarian action to country tearas
invested heavily in the UN humanitarian reform progdsss built strong partnerships
with UN, Red Cross and NGO implementing partnarsd hasencouraged adherence to
learning and accountability astdards.The UK is also preparinga Strategy on the
Protection of Civilians in Armed ConflictThis respond to the 2006 peer review
recommendatiorior greater clarity irthe roles of theelevant governmerdepartments
(Foreign and Commonwealth Office, Mstry of Defence and DFID)n protectng
civilians. The strategy should also help to define both the scope and limitafions
protection activities financed through UK humanitarian action. However, it may also be
prudent to expand the scope to protecimrmrisis situationsther than armed conflict
The @erational relationship betweerFID and the Ministry of Defencduring natural
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disaster responsés set out in a memorandum of understandiugongst other things,
this provides fomilitary assets the used asalaste sor t , under DFI DO0s auth

In general, DFID has successfully protected its humanitarian action from other
agendas that might undermine its impartiality and independence. However, further clarity
and guidance may beeeded to identify he appr opr i ahumeanitariaxandf DFI1 DO s
peace and statebuilding approaches in states affected by conflict or in fragile situations.

DF | Ddirategicobjective on conflict, humanitarian and peace is underpinned by a
Divisional Performance Framewo All major humanitarian responses are evaluated and
recommendations are subject to management responses. Grants to NGOs require activity
evaluationsand accountability to beneficiaries is promoted in the funding guidelines for
NGOs However, linkages diween these different levels of performance measurement
should be clarified

The gecial needs of vulnerable groups are explicitly recognised in both humanitarian
anddisaster risk reductiopolicies To support this approacFID should clarifyhow
othe corporate policies (including cresstting policies such as gender) intersect with
the humanitarian decisiemaking processes

Recommendations

To consolidate its leading role as a good humanitarian donor, the UK should:

1 Identify the appropriate mix of umanitarian and peadmiilding/statebuilding
approachem conflict-affected and fragile states.

1 Strengthenhe performance framework for humanitarian action.

1 Clarify how other corporate policies intersect with the humanitarian deaisadkmng
processes.
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SECRETARIAT REPORT

Chapter 1

Strategic Orientations

An international development leader in times of global crisis

Clear vision, onsistent political leadership, strong human resource and financial
capacity, and continued commitment to the 0.7 per cent target place the United Kingdom
(UK) as a recognised international leader in development. The UK is effective in seizing
opportunities to promote development in a wider arena. It used its pdidency of the
G8 and theEuropean Union EU) to achieve tangibleommitments to increase aid,
eliminate debt and make global trade more beneficial to poor countries. More recently,
the UK hasplayed a key role in arguing for a continued international focus on poverty
reduction, despite the recent economic and financial turbulence. It has successfully
promoted a development focus in the international response to the global economic crisis,
illustrated by the outcomes of the London G20 summit in 2009. The UK has also been
instrumental in linking climate change with development in international fora. In
preparing for the December 2009 Copenhagen Summit, it actively advocated for a global
deal on dmate changéhat was ambitious, effective and fair, so that the poorest countries
have the support and voice they need (HMG, 2009a). The UK has also been a strong
proponent of reforming the international system to improve its effectiveness. It has taken
the lead in a number of critical areas such as aid effectiveness, engagement in fragile
states and humanitarian assistance. As a result, other donors look to the UK when
preparing for the next steps, which gives the UK a special responsibility.

The UK aid programme has developed steadily since 1997 with national and
international recognition for its professionalism and ability to deliver its aid programme
effectively reaching an atime high in 2006, as emphasised in the previous peer review.
Over the lastour years, the United Kingdom has shown a dynamic spirit in sustaining the
momentum inherited from this fAgolden ageo of
good progress on the vast majority of the recommendations of the 2006 peer review
(Annex A). Thishas been backed by strong leadership on development from the highest
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levels of government and enabled by a kghforming Department for International
Developmen{DFID), as recognised nationally and internationally (Chaptér 4)

Solid foundationsoftre Uni t ed Ki ngd o mdperatehevel opment co

A strong legal and institutional framework

Key 1l egal and institutional el ements of the
in place:

i) The International Development AcR002 provides a strong legal basis for
development ceoperation. It clearly stipulates poverty reduction to be the purpose of
development assistance (UK, 2002).

1)) A single department (DFID), with a seat in Cabinet and a decentralised network of
offices, manages most aspects of UK international Idpugent policy and 86% of
the aid programme. It has a clear poverty reduction mandate (Figure 1).

Development remains high on the government agenda and benefits from strong
political leadership, broad cregsrty consensus and public support. Despite nfpact
of the gl obal crisis and subsequent constrai
2009 the Prime Minister reaffirmed the UKOGs ¢
its GNI as ODA by 2013: iSome arrgghould hat i n t
turn our backs on the Millennium Development Goals and retreat from the promises we
have made to the poor. But | believe that amidst these challenges of globalisation we
must not lose sight of our vision of a world freed from poverty. Whilersth@ght be
tempted to shy away from their development responsibilities, the United Kingdom will
keep the promises we have made. Dt HDFUKGs 2009 :
leading opposition party also supports key UK commitments, in particular tbe
volume of aid, the focus on poverty reduction and the Millennium Development Goals
(MDGs), and untied aid. It also emphasises the need for a tightened geographic focus,
private sectoted growth and attention to good governance in partner countries. A
announced in its Green Paper on international development, a Conservative govérnment
if electedi would also maintain the current institutional structure with DFID reporting to
the Secretary of State for International Development with a seat in CéDoretervative
Party, 2009).

2. A crossgovernment capability review assessed DFID as the higleefirming department in 2007 and
again in 2009. In 2009 the UK civil service undertook an assessment of progress and congidtillated
for its good progress over the last two ye@€S,2007and 2009.
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Figure 1. The UK development ceoperation systend
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A strengthened whol®f-goveinment approach

Since the 2006 peer review a stronger emphasis has been put onofvhole
government approaches and crdsepartmental mechanisms to deliver a coherent
development coperation programme. This happens both at policy and institutional
levels. he government 6s policy increasingly emphas:s
world. The 2009 white pap@&uilding our Common Futurelearly states that prosperity,
security and climate are indivisible global goods and calls for jeipethinking across
government (DFID, 2009a). In institutional terms, the 20081 public service
agreements (PSAs) are a major driver of this reinforced wifeg@vernment approach.
In setting out the governmentds key priority
stratgjic crossgovernment objectives and targets to which several departments have to
contribute. In doing so, it urges the departments to intensify joint planning, action and
monitoring based on clear roles and accountabiliBex (1). DFID is the lead depament
for PSA 29 on poverty reduction, with the Treasury, the Foreign and Commonwealth
Office (FCO) and the Department for Environment, Food and Rural Affairs (DEFRA) as
delivery partners. DFID also contributes to PSA 27 on climate change, led by the
Departent for Energy and Climate Change (DECC); to PSA 30 on reducing impact of
conflict, led by the FCO; and to PSA 3 on migration and PSA 26 on cetenterism,
both | ed by the Home Office. The Secretary o
leadership bthe Cabinet Committee on Trade is another distinctive feature of the UK
institutional system (Chapter 2).

3. Subnational development co-operation remains we limited; however, Scotland developed an
International Development Policy in 2008. Its annual aid programme amounted to GBP 6 million in
2009/10.
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Box 1. Public service agreements

Public service agreements (PSAs) were introduced in the 1998 Comprehensi@ing§pReview (CSR) as a means
galvanising UK public service delivery. As part of @07 CSR, the UK government has identifgéinew PSAs. Theset out
the governmentds Kkey priorit i-2051). Each PSA is undewiet by a singledglieery
agreemenshared across all contributing departments and developed in consultation with delivery partners and frontling|
Delivery agreements set out plans for delivery and the role of key delivery partners. They als@ dlescsimall basket a
national outcomdocusedperformance indicatorthat will be used to measure progress towards each PSA.

The 20082011 PSA framework helps to develop closer links and reinforce coherence
between aid, foreign policy and defence. #al gui des DFI D6s engagement
set of issues. In this way, DFID is increasingly able to play an influential role in central
government decision making on key issues (Chapter 2). The 2009 white paper also calls
for a broadening and deepening dakeimational partnerships. DFID is already developing
closer links with a variety of stakeholders, ranging from large emerging econbmies
especially Chind to private trusts and foundations.

The UK strategic framework: maintaining poverty reduction as the overarching objective

A broader policy agenda

The International Development Act 2002affirmed poverty reduction as the
overarching purpose of UK development assistance, achieved by furthering sustainable
development and by promoting human welfare. Téosfirmed the goals of the two
previous white papers on international developmé&iiminating World Poverty: A
Challenge for the 21st CentufDFID, 1997) andEliminating World Poverty: Making
Globalisation Work for the PodiDFID, 2000).

The third whitepaper, published in July 200&Jiminating World Poverty: Making
Governance Work for the Pgoemphasised good governance and effective delivery of
public services for achieving the MDGs. It al
such as climate changend trade, and signalled an increased focus on fragile states
(DFID, 2006a). The fourth white papeEliminating World Poverty:Building our
common futurewas issued in July 2009. Its comprehensive approach to developrent co
operation goes beyond the @dgenda to tackle emerging challen@@&1D, 2009a) The
paper reflects the perception of a more complex world of development, where poverty
reduction is interconnected with the global economy, global environment and security.
Thus, while poverty reductioremains central, it is clear that the two most recent white
papers have progressively expanded the policy framework for development assistance to
reflect new global challengeBd@x 2). The MDGs remain the cornerstone of UK aid, but
greater emphasis is pon the prerequisites for achieving them. This white paper also
shows a stronger commitment to multilateralism.
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Box2. The fAbeyond aido agenda: the 2006 and 2

The 2006 whitepaperMaking Governance Work forthe Poore i t er at es t he UKO6s commi t n
concentration in the poorest countries, increasing the focus on the fragile states given their importance in making
towards the MDGs. It alsogies f our directions to the programme: [
focusing on building states that are capable, responsive and accountable to their citizens, and stepping up effort
corruption internationally; (ii) promong peace and security, supporting economic growth, and strengthening basic
services and social protectiofiii) working internationally to tackle climate changby helping developing countries
participate in international negotiations andritegrate climate change adaptation into their development programmes; a
helping create an international system fit for the 21st century

The 2009 white papeBuilding our Common Futuresaffirms past commitments, emphasises interdependence abaliggéd
world and defines new priorities and ways of working in difficult times. According to this white paper, the world face
crises: economic downturn, climate change, and i n dlding

fair and sustainable growth, tackling climate change and promoting peace and stability are three challenges facing ¢
countries. Unless all three are tackled, the MDGs will be pushed far out of reach. This matters not just for theygdorehie
worl dés common prosperity. Meeting the challenges o

provision of services that promote fairness, wialling and human rights through initiatives that attack the root causes

three crises.

SourcesDFID (2006a, 2009a).

The need to streamline the policy framework

Successive white papers have broadened development policy horizons to take in four
key priorities: (i) achieving sustainable growth in the poorest countries, (npa&iing
climate change; (iii) supporting conflict prevention and fragile states; and (iv) reinforcing

t he international aid systemds efficiency arl

il lustrates DFI D6s will i ngn e sapidiyttoemedgengy el o p

challenges, including the globatonomic crisis.

As mentioned earlier, DFI D6s objectives
also by the public service agreements for which DFID takes the lead (PSA 29) or is a
delivery parter. These PSAs define a higvel framework which is mapped into

DFI D6 s department al strategic objectives

performance frameworks and country plans, with indicators at each level. PSA 29 is
clearly focused on reduanpoverty in poorer countries through faster progress towards
the MDGs (HMG, 2007a). Taking into account its contribution to the other PSAs too,
DFID has set up a comprehensive corporate planning and performance measurement
framework with seven objectivéer 20082011: (i) pomote good governance, economic
growth, trade and access to basic services; (i) promote climate change mitigation and
adaptation measures and ensure environmental sustainability; (iii) respond effectively to
conflict and humanitariarcrises and support peace in order to reduce poverty; (iv)
develop a global partnership for development (beyond aid); (v) make all bilateral and
multilateral donors more effective; (vi) deliver high quality and effective bilateral
development assistance; dar(vii) improve the efficiency and effectiveness of the
organisatior(Figure 3.

There are no significant contradictions
from the PSAs and the content of the white papers. However, thiflaveystem does
crede a cumulative process which may lead to too many unprioritised objectives and
could make monitoring overly complex. This is all the more the case since the white
papers add new priorities without dropping previous ones. They also include a long list of
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exampl e, t

preci s e, mandat ory commitments. For
I t men:

commitments, which build only partially on the 182 he UK Wi | 0 commi
2006 white paper. In order to integrate the 2009 commitments, all DFID divisions and
cowntry offices have had to adjust their business plans. Meanwhile DFID has developed
or updated 29 sectapecific policy documents since 2006. In all there is a complex array

of policies, strategies and other types of guiding documents. These range findevilg
ministerial stat ement s @nddpartméntal afideisiowal | | 0
performance frameworkandtoihow t o noted practice papers
(e.g.on results, gender equality and aid effectiveness). DFID staff, yartic in the

field, need more clarity on the hierarchy and interrelationship between these documents

and on how to prioritise their actions.

C 0 m
ar

Figure 2. DFID's corporate planning and performance measurement architectre
Millennium Development Goals (MDGs)
L
Cross-Government Public Service Agreements (PSAs)
PSA 27: PSA 30: PSA 29: PSA 3: PSA 26:
Climate Conflict International Migration Counter-
Change Poverty Reduction Terrorism
4 >

AN \

N \

Departmental Strategic Objectives (DSOs)

Managing resources &

Delivery Channels
building for the future

Dem\iing Results \

DSO 1 DSO 2 DSO 3 DSO 4 DSO 5 DSO 6 DSO 7
Governance Climate Changg Conflict, Global Bilateral & Bilateral Efficiency and
Growth, Trade & Environmental| Humanitarian | partnershigor multilateral development effectiveness of
& Services Sustinability & Peace development donors assistance organisation

—

Divisional Performance Frameworks (DPFs)
Supported by Sub-Divisional planning and staff personal objectives and learning goals

Setting clear commitments is certainly commendable and helps DFID to be held
accountable; however, too manynemitments make it difficult to drive the aid
programme in a streamlined and coherent manner. It is also important to maintain the
clarity of the poverty reduction focus whicha powerful asset for DFID. DFID would
gain from prioritising its policy oridations and streamlining further its policies,
strategies and guiding tools around core priorities linked clearly to the MDGs.

Deepening engagement in fragile states

The UK government sees security and stability ascpralitions for development and
for achieving the MDGs. Thus, DFID is strongly committed to increasing its aid to fragile
countries and conflict zones, where the MDGs are most vulnerable to derailment. The
2006 white paper focuses on two dimensions of support in these situations: (i) improving
security and preventing conflict in fragile and deteriorating circumstances; and (i)
tackling the causes of conflict and building peace in situations that have already
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descended into violence and chaoigatledtt commi t s
ten countries where improved security has been identified as a priority.

The UKO6s spending in fragile states has alr
currently amounts to GBP 1.2 billion a year. This is expected to increase further, since the
2009 white paper commits at least 50% of all new bilateral country aid to fragile states. In
doing so DFID signals to the donor community the importance of providing assistance
where the need for aid is greatest but often not addressed comprehensivehots; do
The 2009 white paper also refines earlier approaches. It highlights the convergence
between peachuilding and statéuilding goals and expands the concept of security
sector reform to a broader vision of security and justice as core responsibfiities
state and a moderating influence on conflict trends. It also highlights the need for
economic opportunities in fragile and pasnflict countries to counter the
disillusionment that fuels conflict and feeds the recruitment of armed groups.

The 2M9 white paper also commits the UK government to work internationally to lay
these critical foundations for peace. The UK government strongly advocates for a
strengthened and more -oodinated multilateral response during pekeeping
operations, as wekls in crisis and postonflict situations where security actors play a
less prominent roleConsistent with this goal, DFID has been a key driver of the DAC
work on fragile states. It was previously thedtmir of the DAC fragile states group, and
is nowco-chair of thelnternational Network on Conflict and FragilithNCAF) task team
on peace building, state building and security, where its leadership and innovative
approaches are most appreciated. DFID is strongly committed to respecting the DAC
Principles for International Engagement in Fragile Situations and\titea Agenda for
Action (AAA) commitment to adapting aid policies in fragile situations. In line with its
2007 policy papePreventing Violent ConflidDFID, 2007a), DFID has also put a strong
focus on conflict sensitivity in its programme, including in its multilateral channel
(Annex C). To implement the 2009 white paper commitment on building peaceful states
and societies, DFID is rolling out its new integrated framework for peaitding and
statebuilding that supports conflict prevention in the full range of conflict affected and
fragile states. DFID is working with the rest of the UK government in honing how
development and other government programmes can address issues identified by early
warning indicators. However, DFID has not yet fully honed its support for preventive
strategies in fragile but pierisis states. The aim would be for early warning indicators to
consistently trigger early preventive action within the developmenbpeodion
programme. In deepening its engagement, DFID also confronts the difficult challenge of
maintaining adequate expertise in the field to track fluctuations in these volatile contexts
(Chapter 4).

Gender equality: strong leadership and an innovative apgehb

A 2006 evaluation of DFI Déds gender equality
2006b). This spurred DFID in 2007 onto renewed efforts in this crucial dimension for
achieving the MDGs. To promote institutional change it developed a high profile Gender
Equality Action Plan (GEAP) driven by a Director General designated as the gender
champion for the organisation. The GEAP sets out a rigorous programme for

mai nstreaming gender equality across DFIDO6s
and resources (DB, 2007b). A network of divisional gender champions was set up and
given specific training. The plan was backed

communications campaign and tthevelopment of a gender manual to enable all staff to
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understand and fei v er DFI D6 s c o mmi .t DR natsa integraxéd! D, 2008
gender into the job objectives and esfeyear appraisals (with salary incentives attached)

of its Senior Civil Service staff. A stronger emphasis was also put on training and results.

A gendergual ity indicator has been incorporated
including a specific reporting mechanism. Results are published in the GEAP annual

progress reports.

DFID has also taken a leadership role in integrating gender equality perspétiive
the Accra High Level Forum on Aid Effectiveness process, investing highly in joint
donor research and hosting the London workshop on Strengthening the Development
Results and Impact of the Paris Declaration through Work on Gender Equality, Social
Exclusion and Human Rights (March 2008). DFID also leads donor efforts to integrate

gender equality i nto t he I nternational Dev
replenishment process. The next challenge will be to give sufficient attention to gender
equality i n new areas for DFI D, especially i n t |

stakeholders may be less sensitive to this dimension. DFID could use its international

leadership role in these areas, for instance in integrating gender dimensions into trade

from the gldoal to national levels, building on the work done by the Trade Policy

Unit. Positive signals are that the 2009 white paper promotes mainstreaming of gender
equality within the World Bankbés work and sup

Thanks t ommerdabl2lortscgender equality now has a higher profile
within the department. However, efforts need to continue, including in humanitarian aid
(Annex C). As the peer review team noted in India and Rwanda (Annex D), DFID could
further strengthen its geer equalityfocused programming at the field level and more
fully integrate gender dimensions into the country action plan and policy dialogue. This
could help bringaboutreal change for women, building on the success of including
gender commitments ithe Accra Agenda for Action (AAA). In sustaining its internal
momentum, DFID will need to reconsider two drivers of the GEAP success, which will
be challenging to sustain in the longer term: (i) the system of incentives, which helped to
ensure strong manament leadership; and (ii) the specific reporting mechaiisvhich
should be integrated into the corporate reporting system as part of streamlining efforts.
The GEAP will be reviewed in 2010 and a full independent evaluation is planned in 2011.

This shouli be an opportunity to | ook at how to k
priorities. Despite DFIDOGs innovative approac
enough resources (both financial and staffing) to ensure that any gains made are

sustainale and can be intensified; and whether there is-torgr m, bdA madd afi b way

senior level to support staff to continue to innovate for transformational change. DFID
should also ensure that systems are in place to measure impacts.

Recognising the importarte of communicating and building public awareness

Concerns over the level of public support

DFI' D has conducted research annually since
perceptions of development issues and aid programmes. According to the lates surve
(DFID, 2008b and 2009b&c), the UK public remains supportive and engaged on global
issues, with more than twtbirds expressing concern about global poverty. However, the
surveys show three alarming areas:
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i) Public awareness around development aid renvegad: only 16% of the UK public
had heard of the MDGs in 2009. Consistently, the 2007 EU Barometer shows that
UK respondents are less familiar with the MDGs than the EU average: 14% (against
18%) have heard of them (EC, 2007).

i) Public support for increas€dDA is declining: the share of the public supporting the
government 6s decision to increase ODA decr
September 2008 and 42% in September 2009.

i) An increasing proportion of people think that most financial aid to poor couigries
wasted (55% in September 2009 against 53% in February 2009 and 47% in 2008).

High political support balanced with increased scrutiny of the aid programme

So far there is broad support in parliament for development assistance. The Labour
g o v e r n roranitingntsto reaching the ODA/GNI target of 0.7% by 2013 is shared by

the other maj or political parties. Parl i amen
reduction objective, andupports DFID in pursuing this objective through constructive
dialogue. Moe controversi al i ssues include the UK E

economies such as China and India; the use of budget support, which makes outcome

more difficult to attribute; and the ways in which private sector development should be

supported. As thaid budget increases, parliament needs DFID to better demonstrate the
effectiveness of aid and its development i mpa
declining administrative budget and subsequent reduction of staff might compromise its

ability to deliver its targets.

In 2006 parliament passed thmternational Development (Reporting and
Transparency) Ac2006 This act requires DFID to report annually to parliament on total
expenditure on international aid and on the breakdown of this aidtepoet, which is
part o f AnnDdF Rdpd@tss debated in parliament. This reinforces the level of
scrutiny of the aid programme. It is also important to note that besides parliament, there is
a wide range of domestic constituencies and organisaticsis ek to exercise
accountability in various way$6x 3). In particular, the National Audit Office regularly
produces authoritative reports on key themgsproviding budget support in developing
countries (NAO, 2008a) and operating in insecure enmimns (NAO, 2008b). DFID
therefore faces a continuing challenge as it must ensure: (i) that its domestic
accountabilities drive enhanced development effectiveness so that the UK meets external
accountability needssis-a-vis partner countries); and (ii) & the results achieved by the
aid programme maintain the support of the UK public (meeting domestic accountability
needs). As the environment for UK development assistance becomes more questioning,
balancing and aligning these sometimes competing acdwolitytdemands becomes ever
more important.
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Box 3. Greater scrutiny of the UK development assistance programme

The primary mechanisms for parliament to oV e omldeveldpmdn
Commi ttee (1 DC) and the Public Accounts Committee (P
considers its efficiency and effectiveness. Beside parliament, the National Audit Office (NAO) is able to scrutieidery
money effectively and therefore plays a strong accountability role. The NAO has published ten detailed, respected
specific aspects of the aid programme in the last four years. Since 2007, these public bodies have been joined byantl
Advisory Committee on Development Impact, which was established by DFID to help to improve the quality and indeg
of its evaluation function.

DFID is increasingly accountable to other parts of the government. Its relationship with Treasuigfetey@ the PSA and th
Governmentds Comprehensive Spending Review, is parti
ensuring that DFID6és activities are i n t unhePrime Mihistet. h e

Finally, civil society organisations (mainly NGOs, but also therkks and research institutes) are a prominent actor in ho
DFID accountable. To do so, they engage actively with the other actors in the accountability’ gyateament, the NAO and
other government departments.

SourcesBurrall et al (2009), ODI (2009) and NAO publicatiofisttp://www.naoorg.uk/publications.aspx).

Raising development awareness and communicating results

In line with the recommendations of the 2006 DAC peer review and the 2007 UK
Capability Review (HCS, 2007), DFID has strengthened its communication efforts to
build suppar for development amongst the general public. DFID has set up a new
Communications Division staffed by 57 professionals (placing it among the top three in
the donor community, after the US and Canada) and with an annual budget of GBP 6
million. The division covers both internal and external communication. It includes a
dedi cated team managing DFI D6 s website, and
includes every staff member with a communications role, including those posted outside
the UK. In September 2008 DFIRunched itscCommunication Matterstrategy, which
builds on substantial market research (DFID, 20@8xx 4). In the last ten years DFID
has also invested in development education, with an annual budget of GBP 25 million
spent in four different areasiorking through the education system; engaging with the
media; supportingdevelopment awareness activities; and working with trade unions,
diasporas, faith, black and minority ethnic groups.

DFI Dés increased efforts in coaeasnamei cati ng
resulted in progress in development education, as illustrated by the introduction of a
Agl obal di mensiond section in the UK primary

much stronger presence of DFID and development themes on the web. DFW® & no

role model in using electronic communication and social miethiging to get away from

oneway communications to a dialogue with taxpayers. However, this has not yet
translated into increased public suppott.kky UK stakeholders agree ththe ecoomic

downturn and @appointingf i ndi ngs from DFI D6és 2009 survey
continuous efforts in communication. This inclugesviding persuasive evidence on aid
effectivenessin its 2009 reportAid Under Pressurethe International Developme
Committee encouraged DFID to promote its work further and to raise its profile and
visibility (IDC, 2009a). In light of rising concerns over corruption amongst the public, the

IDC invited DFID to focus its communication on outcomes and to invest more in
persuading the sceptical sectors of society that their money brings real benefits to the
wor |l dbés p o ohe 2069 Capatality Réview alsd pointed outtbaf | D fineeds
to develop a stronger narrative for development spending in an economic doamdurn
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build constituencies of support. Action has been taken to emphasise results measurement,

but the urgency of demonstrating aid effect.i

Box 4. A communication strategy tailored to eah segment of the public

A 2008 DFID study divided the general UK public into six categories according to their attitudes and values on povaert
countries. The study offers-thepth insights into what the various audiences think and expect frdBnitisé government:

 Active enthusiast$ concerned about levels of poverty and would like more information: 16% o
public.
1 Interested mainstreainworry whether aid is really making a difference: 22%.
9  Family first sympathisers mostly concerned wiit their families but sympathetic to the plight of othe
15%.
I Distracted individual§ more worried by their own problems than those of others: 16%.
T Insularsceptics bel i eve taxpayersd money should be sg
I Disapprovig rejectersi think corruption makes aid pointless and actively want to see aid spe
reduced: 11%.
This segmentation enables DFID to tailor messages an
three key communication objécv e s ar e t o: (i) increase peopleds conf

reduce the proportion of people who are concerned about aid effectiveness and corruption to less than 50% of the
and (iii) maintain support fadevelopment amongst core supporters (active enthusiasts & interested mainstream).

The 2009 white paper puts a strong emphasis on these aspects and thutimes

approaches: (gontinuing to promote learning about development through the UK
education sstem; (ii)introducing a new logo to be clearer about where UK public
resources are being spent; and §frengthening communication to taxpayers on the aid
programmeds results. T h e s e ln200%DFIA teViewdde i n g
its work in development education faform future effortsThe new UK AID logo was

launched along with the white paper in 2009. While the logo was primarily designed for
use within the UK, the country programmes have guidelines to determine how best to use
it in partrer countries. While security and cultural sensitivity concerns may restrict the
use of the logo, the UK should also ensure that raising its profile in partner countries does
not contradict the ownership principle. Finally, DFID is developing a more daienti
approach to measuring results, revising the corporate logical framework so it can identify

outputs and outcomes for each programme from a clear baseline. These can then be

aggregated to reveal results at a regional and global level, and can be combeduttic
the public as key achievements (s @ettert he
Results for Poor Peoplie DFID, 2009d). This approach raises two issues: the first is the

methodological difficulty in attributing, and then aggregating, thebWK dev el opment

inputs to results (Chapter 4). The second lies in the emphasis on quantitative data in the
form of numeric outputs and outcomes. This emphasis should not be at the expense of the
more qualitative and inclusive approach needed to captuethplexity and breadth of

the development results to which UK developmentoperation contributes. More
broadly, the UK will need teontinue toensure that its desire for greater visibility and its
need to demonstrate results do not undermine efforgitsue longerm development
impact and the principles set out in the Paris Declaration on Aid Effectiveness and further
emphasised in the Accra Agenda for Action (Chapter 5).
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Challenges ahead

With robust processes in place to manage its programme, 8¢dibs welplaced to
respond to the new challenges ahead. However, as highlighted in the Capability Review
of 2009, the scale and breadth of the challenges have increased to an unprecedented level,
resulting from the conjunction of both internal and exdéfactors

1 The aid budget is expected to increase annuallyl 16 in real termsetween
2007/08and 2010/11, while the administrative budget will decrease annually by 5%
over the same period.

1 As in other DAC countries, the economic downturn increasesymen public
spending and puts the aid programme under greater public, political and media
scrutiny in terms of results and value for money.

1 DFID plans to engage more in fragile, riskier situations, where ensuring value for
money might be more difficult.

1 DFID is managing a broader development portfolio covering new issues such as
climate change.

1 The development environment is matemplex and fragmented, involves more
actors ands becoming increasingly interconnected with a number of other issues

The nmanagement of a rapidly growing aid portfolio alongside a declining
administrative budget will pose significant risks to DFID and its credibility, especially as
it engages more in complex and fragile situations. Maintaining public and political
support in imes of economic and financial crisis will be crucial for the UK aid
programme and its role as a global lea@®ID has alreadgmbarked on an ambitious
internal change programnieil Ma k i n g iitto atideepspghese challenges. As part
of this programra, DFID is pioneering a value for money approach for increased impact
and efficiency alongside an increased focus on results (Chapter 4). DFID has also made
tough strategic choices, such as reducing the number of country offices. DFID will need
to pursue liese efforts to maintain its credibility, ensuring that its capacity, effectiveness
and value for money are preserved.

Future considerations

1 The UK should retain its powerful institutional system anchored in a department
with a seat in Cabinet and a clgmverty reduction mandate.

1 The clear poverty reduction mandate of the UK aid programme has been a powerful
driver for both DFID and its programme. The UK needs to retain this clear
overarching objective as it broadens its development agenda. It shotdd bet
prioritise its policies, streamlining the objectives derived from the public service
agreements and white papers, and clarifying the hierarchy among policy documents.

1 The UK should continue its efforts to promote gender equality, draw lessons to apply
to other crossutting issues and share good practice with other donors.
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1 The UK should continue to implement its new integrated approach to-pedédieg
and stateébuilding in the full range of crisiaffected and fragile states, including
early preventie action in fragile but prerisis states.

1 The UK is reflecting on its external visibility and on how to demonstrate
achievements in order to consolidate public and political support for development. In
doing so, the UK needs to continue to ensure tlkastionger focus on value for
money, results and communication supports partner country priorities, and that it is
accountable both to its partner countries and UK stakeholders.
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Chapter 2

Policy Coherence forDevelopment

The OECD/DAC describes progregsvards policy coherence for development as
involving three building blocks: (i) a political commitment that clearly specifies policy
objectives; (ii) policy ceordination mechanisms that can resolve conflicts or
inconsistencies between policies and magensynergies; and (iii) monitoring, analysis
and reporting systems to provide the evidence base for accountability and for well
informed policymaking and politics (OECD, 2008a)The 2006 peer review
recommended that the UK should improve the coherenite pblicies having an impact
on developing countries through a more clearly prioritised agenda, strengthened use of its
resources to track inconsistencies and reinforced approach to monitoring and reporting.
Four years later, this report shows that the k& made clear progress against these
recommendations and the above three pillars although there is still scope for government
to deepen its commitment to the policy coherence agenda in selected new areas and better
monitor the impact of its efforts (Tabll).

A high level political commitment with a clearly prioritised agenda

The 2006 white papdvlaking governance work for the poalready committed the
government tomake sure that all UK policies support development. In emphasising
global interdepender¢ he 2009 white papdBuilding our common futurgoes a step
further and seta clear ambition for the UK, as stated by the Secretary of State in his
preface: AWe wil|l strive to |l ead the world in
paperrecognies thatinternational development has become a core government policy
area, inextricably linked to a range of other policy interests. It provides an overarching
plan for policy coherence for development around three key priority areas: poverty
reduction ad economic growth (including trade), climate change, and cofflict.

These three priorities are also reflectedtimhe UK Gov e r-201heP8A 6s 2008
framework which sets strategic crog®vernmental goals and provides ciearly
prioritised and timébound agnda Three out of 30 PSAs focus respectively on poverty
reduction, climate change and conflict, with relevant departments either leading or
contributing to their objectives and targets.
objectives Figure 2 Chaper 1).

4. The 2009 white paper commits the UKfiohel p fashion a world economy
greener ad fairer to all. We will also work rapidly to agree a deal on climate change at Copenhagen
which both protects the planet we all dependioand ensures the poorest and most vulnerable are
supported. We will continue to push urgently for a-gevelopmentglobal trade deal. We will help
tackle the conflict and insecurity which blight the lives of ordinarg o p | e, part (DEDI ar | y
2009a)
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An institutional framework for coherent policies

The cabinet structure and PSA framework: key assets for policy coherence

The UK has two effective mechanisms to promote coherence of its domestic and
foreign policies with its development effortétet participation of the Secretary of State
for International Development in the cabinet and cabinet committees, and the PSA

coher e

framework.
Tablel. The UK6s building blocks for policy
Building block | Progress made by 2010 Recommended next steps

Building Block
A: Political
commitment
and policy
statements

The 2009 white pampeovides highvel political commitment to an
overarching plan for policy coherence for development in selected

The 2002011 crosgovernment public sector agreements (PSAg
framework for coherence between UK policies.

Parliament advocates for more efforts on policy coherence for dev:

Build on progress in areas like climate ch
expand policy coherence for development
policy areas to widen the rahge @ b e y
issues addressed in the government agend

Building Block
B:
Policy

coordination
mechanisms

As a cabinet member and a member of several cabinet comr|
International Development Secretary is able to play an influential |
government decisioaking.

As a result of del i berate eff

within government has been strengthened.

Interdepartmental mechanisms iexike framework of the PSAs, inclu
joint unit on trade.

Wholeofgovernment approaches are effective, both at headquarter
in the field. There is clear evidence ditritsisall working and signif
coordination between DFI®RB0 and MOD on issues relating to
and fragility.

Deepen t he g dmestronpole
coherence for development by further em
development goals in other areas of gove
policy, guided by a sound evidence base.
now the UK has focused more on devg
wholeofgovernment mechanisms to delivg
aid prgramme, rather than on ensuring
domestic and foreign policy support devel
efforts.

Building Block
C:

Monitoring,
analysis and
reporting
systems

Progress is being madth thenternational Development (Reportin
Transparency) Act 26Bbging DFID to report every yéae onpact of U
policies on development and the inclusion of policy coherence
several strategic objectives, although focus remains mosthiyofo
government approaches to aid.

Further strengthen, monitor and assess
towards pojiccoherence for development b
on the foundations already laid.

Firstly, the Secretary of State for International Development is a cabinet member and
also a member of the Cabinet Committee on National Security, International Relations
and Developmentde also participates in a number of cabinet-soilmmittees: overseas
and defence, Afghanistan and Pakistan, borders and migration, environment and energy

and

t he ad hoc Pri me Mi

Secretary of State aihairsthe sub o mmi t t e e
UnderSecretary of State participates in the-sommittee on Africa. Given the mandate

of cabinet and cabinet committees in arbitrating UK policies, such broad involvement at
the highestdvel enables DFID to ensure that development concerns are heard in the
government policymaking process (Box 5).

ni
on

cC 0 mmi
Fi nal

stero6s
trade.
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Box 5. Cabinet and its committees: a key arbitration role

Cabinet is the ultimate arbiter of all govermmgolicy, seeking to reconcile ministers' individual responsibilities with t
collective responsibility. Underneath cabinet sits a structure of cabinet committees aansnittees.

Cabinet committees have two key purposes: (i) to relieve the bordére cabinet by dealing with business that does not
to be discussed by the full cabinet; and (ii) to support the principle of collective responsibility by ensuring thapuglem
guestion may never reach the cabinet itself, it will be fullysaered. Thus, cabinet committee decisions have the
authority as cabinet decisions. More broadly, cabinet committees provide a framework for collective consideratior|
decisions on, major policy issues and questions of significant public intBregposals that meet the criteria for collect
consideration need to be put to the relevant committee(s) or cabinet itself in good time and with sufficient informasiole
ministers to make an informed decision

Secondly, the framework set byethcrossgovernment public sector agreements
(PSAs) reinforces coherence among UK policies. This framework primarily helps
develop a whol®f-government approach in delivering the aid programBox ©). But it
also offers an opportunity for DFID to make suhat specific UK policies support
development objectives. This happens specifically on climate change (PSA 27) and
conflict (PSA 30), where DFID is a delivery
Delivery Board. On migration DFID also has the manéa t o ensur e that i UK
policies are coherent, take account of the impact on poverty reduction and development in
partner countries, and where possiDBDe support
also contributes to the prevention component BSA B on counteterrorism by
addressing through itdevelopment programmeasme of thesocial and economic factors
that can drive radicalisation and extremism.

Box 6. Whole-of-government approach in delivering the aid prgramme
The PSA framework has strengthened the wiodlgovernment approach in delivering the aid programme. While DFID ha
lead responsibility for PSA 29 on international poverty reduction, six other departments also contribute:
FCO: A helps build supparfor UK development objectives through engagement with host governments, interr]
institutions, the private sector and civil society;
A strengthens policy and delivery through political analysis using its overseas and domestic network; and
A leads on wdk to promote human rights and democratic values.
DECC A complements DFID6s drive for poverty eradica
international climate change and international sustainable development policy; and
DEFRA: A works cbsely with DFID on international natural resources issues and on promoting effective inter
environmental governance and capacity building at country level.

Her Majestyds Treasury (HMT):

A works with DFID to maintain the focus of donor country fina ministers on international development;
A works with DFID through the Paris Club, the International Monetary Fund and the regional developmer
as well as with other stakeholders and with borrowing countries, to promote responsible lendingaarabiz|
debt management; and
A leads on IMF and advocates an ongoing, active role for international financial institutions in low
countries.
Ministry of Defence:

A supports crosgovernment collaboration on development in conflict contexts, fronedflg planning stages
delivery on the ground and continues to play an important role on conflict prevention and resolutio
keeping and humanitarian relief.

A works closely with DFID on developing strategic issues such as Defence diplomacy aitgt se@peration
and how MOD can improve its foresight and understanding of the threats and challenges the UK faces,

DFID and theDepartment for Business, Innovation and Skills (BIShave joint responsibility for trade policy and will wo
together to pmote free and fair world markets, for developing countries and the UKD&partment of Health continues to
work with DFID on international health issues.

Source HMG (2007a).
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In practice, joinedip approaches across government have been strengtihatheid
headquarters and in partner countiiess noted by the review team in India (Annex D).
This occurs in particular in the three selected areas, with -degsstmental units
established on trade, on conflict/stabilisati@oX 7), and- as a countryevel initiative -
on climate change and energy at the High Commission in Delhi (Chapter 6). The cabinet
subc ommi t t ee on trade, chaired by DFI D6 s Sec
Department for Business Innovation and Skills (BIS), Treasury, FCORBEHd DFID,
aims toensure benefits for UK and EU businesses and consumers while maximising the
contribution trade can make to reducing poverty. This was complemented in November
2007 by the creation of an operational unit which brings together therésmiansibilities
of DFID and BIS.

Box 7. Strengthened Whitehall ceordination for stabilisation and conflict prevention

The PSA 30 delivery agreement on conflict calls the UK government to deepen itsypiapgroactio conflict and strengthe
its policy coherence between 2008 and 2011. This has increasedication on issues relating to conflict prevention 4
fragility between DFID, the FCO and MOD, in particular through the Stabilisation Unit and the mergdidt @yef/ention
Pool.

The Stabilisation Unit is a joint DFHBCO-MOD unit which provides targeted assistance in countries emerging from v
conflict and where the UK is helping to achieve a stable environment conducive totemgetevelopment. Th8tabilisation
Unit has reinforced its capacity since 2008tiee end of 2009 it will be able to deploy at leaS0D civilians willing to assist ir
fragile and conflictaffected environments. The Stabilisation Unit is also helping to developgmussment plans integratin
civilian and military efforts, and pull together lessons to improve the impact of future UK efforts in conflict preventi
response.

The Conflict Prevention Pool was set u p Prevamtin@ \doleBt Cdnftickltl
brings together the former DFID, FCO and MOD Africa and Global Conflict Prevention Pools urdkpdrtmental leadershiy
With a budget of GBP 112 million for 2008/09, the pool funds programmes in six regions, as welllzenbatic programmeis
international capacity building and security/small arms control.

DFID regularly undertakes joint assessments and analysis with its UK government partners, as was the case in Nepal
Joint UK strategies are now being develbpe a number of fragile states (Afghanistan, Iraq, Pakistan, Democratic Repu
Congo, Sudan and Yemen). By June 2010, such joint strategies will be establishedrémilalistates where the UK has
substantial development programme. DFID alsochesputable set dfaining courses on preventing and responding to con
These are regularly attended by representatives of DFID, the FCO and the MOD dndildelpluable staff capacity to preve
conflict. DFID also works closely with the FCO, MiDand BIS to build international support for a global arms trade treaty
to scrutinise applications for arms exports licenses.

While efforts primarily focus on the UKOGS me
change, trade and conflict, the UK halso set up a number of cregsvernmental
networks in other areas with an impact on development efforts. For instance, the Justice
Assistance Network created in May 2007 brings together DFID, the Attorney General, the
Ministry of Justice and the FCO to same that UK justice assistance to developing
countries is coherent and effective. Since 2002, DFID, the FCO and HMT have also
worked together to develop the Extractive Industries Transparency Initiative.

Strengthening DFID6s role within government

In addition to its active involvement in these institutional mechanisms, DFID has
made deliberate efforts to engage further with other departments, in particular the FCO
and MOD. For instance, the DFID, MOD and FCO permanent secretaries have visited
Sudan and Aghanistan together. The Capability Review 2009 acknowledbede
effotiss ADFI D has made considerable progress on
Whitehall . Stakehol ders have seen a step cha
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relations with other governmen depar t ments have significantly
DFID should continue to build on this progress, as recommended by its 2008 stakeholder

survey: while showing that DFID was appreciated within Whitehall, the survey
recommended t hat @®jbine@up golicp antl pgrogmrdne waonlo with

ot her departmentso (DFI D, 20084d) . This wil!/
within government and make it a powerful vehi
aido agenda across government .

DFID is increaingly called on to work more with other UK government departments,
including on issues where it does not have the policy lead within Whitehall or where there
may be tensions among depart ment so speci fic
interesting case: BEID is focusing its support on building the Government of
Af ghani stands capacity at t maonalgavdrnarmd. | evel ,
At the same time, there are requirements to promote security and stability in the Helmand
province in which rost UK Forces operate. This responds to the UK Ministry of

Defenceds interest in showing devel opment di
peopleds adhesion and support. The stabilisat
government conflict preantion pooli which distinguishes clearly between ODA and

nonrODA spending. DFI D6s <contr i binteinagionsl ar e con

Development Ac2002and ODA rules as they have economic development or welfare

as their primary objective. Howewneit will also be important to ensure that this
geographical focus is aligned to country priorities. In such situations, it can be a challenge
for DFID to stick to the principles of countgwned development. Meanwhile it is
important to note that by clea y speci fying D Antedtisnal obj ect i v
Development Act 2002as helped to ensure that the potentially competing objectives of
other foreign policy, trade, climate change and national security priorities do not
overwhelm development objectivds. the coming years, DFID should continue to rely

on its clear poverty reduction mandate in order to reduce the risk of its mission being
diluted when engaging with other government departments. Conversely, being more at
the core of the UK government shdwenable DFID to ensure that the machinery of
government as a whole supports effective cgmssrnment working on international
policies and priorities, resulting in UK policies that are consistent with its development
objectives.

Monitoring the results of policy coherence for development

The UK is making progress in monitoring the impacts of its policies, analysing the
evidence collected, and reporting on the impacts of domestic and foreign policies on its
development efforts and results. These effouitd on two main streams.

Firstly, the International Development (Reporting and Transparency) Act 2006
requires DFID to report every year on the international aid programme. This report
includes a section on policy coherence and MDG 8. It can indbd®vationson the
effect of UK policies onsustainable development and poverty reduction in partner
countries.Such observations must include the pursuit of MDG 8, including progress
towards (i)the development of an open trading system that expands ti@udogtunities
for low income countries; (iijhe development of an open financial systam (iii) the
enhancement of debt relief for low income countridsugh all these aspects are not yet
extensively reported in DFID annual reports, this reflegsoaving demand for reporting
on policy coherence, which will need to be addressed in a more systematic way in the
coming years.
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Secondly, the PSA framework, with its indicators and timeframes, provides a-results
based approach to cregevernment work. Theeporting systems attached to the PSA on
poverty reduction and to DFIDOs related strat
measure the progress of actions across relevant UK government partners. Several of
DFI Dé6s strategi c o bijigepeogrésy enspoliayrceheraneeaas ar ed us
criterion; in particular DSO 4 on developing a global partnership for development
includes a target on NnCross Whi t eh-al | agree
devel opment forums and pr o gkabathermdentdo whitho we ver ,
indicators of coherence in its strategic objectives capture the impact of all UK policies.

These elements provide a solid foundation for the further strengthening, monitoring
and assessment of efforts towards policy coherencedferv el op ment . DFI Db s
evaluation policy plans to assess policy coherence issues like trade and investment,
climate change and conflict, using protocols to be agreed with other Whitehall
Departments by the end of 2010 (DFID, 2009e). This will be momuittineough the
Independent Advisory Committee on Development Impact (IACDI) and thetemia
review of the Evaluation Policy. This is a positive signal. The UK should also broaden the
scope for its impact assessments to support effective action on polieyenoe for
development, as these are so far mostly focused on the impact of economic growth,
climate change and insecurity.

Looking forward: a fibeyond aido agenda for the w

The UK has made good progress in areas where the Cabineigaaed strategically
and where institutional mechanisms are in place, in pdaticon climate change
(Chapter6). According to the Commitment to Development Index (CDI) measured
annually by the Centre for Global Developme@Gp), the UK was 12th out of
22 countries in 2009. However, it ranks second for environment, due to its strong
environmental record from the perspective of developing countries. It comes first in the
investment component, thanks to policies that promote healthy investment in poor
counties. In its 2009 report on policy coherence, the European Commission also notes
the UKé6és strong record, with a number of pol
(EC, 2009).

In focusing on three areas, the UK has made a deliberate choice to primritisall
number of issues on which to achieve a coherent approach. Other sectors are therefore
lower priority, although this does not mean that they are ignored. For instance, a number
of steps have been taken on airuption: (i) theUK created the danetlevel role of
UK Anti-Corruption Championtoeor di nat e t he countrydéds action
(ii) it prepared modern foreign bribery legislation which has been introduced to
Parliament for consideration in 2010; (iii) DFID actively particigaie a number of
crossdepartmental antiorruption related foraand (iv) the UK has established a police
unit dedicated to investigating bribery overseas by UK businesses and individuals. As
indicated in the2009 white paper, DFID will triple its suppdudr asset recovery to fund
investigations and recovery action® (date, GBP 20 million of assets stolen from
developing countries have been recovered, with a further GBP 13 nfiibioen) These
developments are welcome and should be pursued. Theywrdspot o t he OECD®s Wor
Group on Bribery which requested in October 2008 that the UK take rapid action to enact
adequate foreign anfiribery laws in line with the OECD AnBribery Convention
(OECD, 2008b).
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However, efforts in the area of migration seesak by comparison. Migration is not
a key aspect of the 2009 white paper, although it explicitly recognises the need to
fharness the benefits and mitigate the costs
consideration to how migration policy could heencour age and support de:
In the same vein, DFID is mentioned as a delivery partner in PSA 3 on migration, but
specific activities are not clearly defined in the delivery agreement; nor has DFID set up a
related departmental objective. HoweVBFEID has developed a strategy to increase the
benefits and reduce the risks of migration for poor people and it implements migration
related programmes, in particular to facilitate the transfer of remittances. Nevertheless,
more could be done to ensure sistency between the UK migration policy and its
development objectivésespecially as migration is the sector where the UK ranks lowest
on the CDI index (19th out of 22). The UK vision contained in the PSA delivery

agreement 3 on migration does not enpoas S i mpact on developing ¢
Government6s vision is to provide an i mmigr at
delivers secure borders whilst maximising the

(HMG, 2009b). DFID has not been sucdabkso far in getting the development agenda
addressed by the Home Office. Back hen 2004, t
fully involved in discussions within Whitehall about managing migration, to ensure that
policies are suppeocrttiiwees offort hient@Késat obpal d
2004). The 2008 OECD synthesis report on policy coherence pointed out inconsistencies

bet ween the UK development agenda and the Hom
strengthening coherence in the area ofratign, the UK should consider how to make

better use of research done by UK institutes. For instance, the Institute for Public Policy

Research works on a number of key topieg.(the economic impacts of immigration,

migration and development) and is élad by various partners, including DFID.

The UK parliament engages actively in polic
responsibility for combating corruption and money laundering in Africa (AAPPG, 2006),
development and trade (IDC, 2007) and the comf@rms exports (IDC, 2009b). G20
countries at the London Summit sent out a strong message about enforcing international
t ax standards, foll owing whi ch parl i amentds
invited the FCO to strengthen its assistance to ftiitislB Overseas Territories which are
tax havens, in order to help them conform to international standards (IDC, 2009a). The
government has provided an official response to each of the IDC reports. These are areas
where the UK could increase coherence @rghould ensure that mechanisms exist for
monitoring and providing progress updates.

The UK tends to focus more on developing whallggovernment mechanisms to
deliver the aid programme, rather than on ensuring that domestic and foreign policies
support @velopment efforts. In the coming years, the government could broaden its
efforts and deepen its commitment to policy coherence in selected new areas of
government policy, bearing in mind the European Union (EU) policy coherence for
development platform. Banwhile, it should pursue efforts made in other areas such as
corruption, taxation and the legal systefthese areas should be made public wigarly
prioritised and timéoound statements setting targets for making progress on policy

5. Although the new Justice Assistance Network aims to ensure that the UK legal framework supports
developmentefforts, inconsistencies remain. For instance,-dgncompaniesare currently allowedo
sue developing countrigkrough the UK legal systenThis resulted in 8ritish court recentlyordering
Liberia topay two Caribbeamnegistered investment funds mahanUSD 20 million for a debt that dates
back to 1978thusundermiring the UK® previous debt forgiveness efforts (BBC, 2009)
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coherence for delepment While DFID needto be more assertive in promoting policy

coherence for development, it does not control all policies which have an impact on
developing countries. Commitment from other UK departmentberefore crucial for

bringing new areas tthe table. This requires the UK government as a whole to own the
ibeyond aido approach and to set out a C¢commo
needs taconsider more carefully the cumulative and iredated impacts of policies and

regulatory regimesRelevant government departments should then take fully their part of
responsibility for each selected area, grounded in solid eviddrgs. will involve

collecting evidence and developieganteanalysis to support poliesnakers in refining

or re-prioritising policy instruments and objectives.

Future considerations

9 Building on achievements in areas like trade, the UK government should include in
its common agenda for policy coherenfoe developmenta selected number of
additional priority areas in whiicto further promote development concerns, bearing
in mind the EU platform for policy coherence.

1  While engaging further with other government departments, DFID should continue
to pursue its clear poverty reduction mandate to promote development objantives
avoid diluting its mission.

9 DFID should continue to use both internal and external analytical capacity to inform
government discussions with strong evidence on policy -lineages and their
impacts on development.

1 The UK should continue to improwte way it measures, monitors and reports to

parliament and the public on how its domestic and foreign policies affect partner
countries6 development efforts and results.
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Chapter 3

ODA Volumes, Channels and Allocations

Official development assistance isummary

Continued commitment to scaling up

The UK is the third largest DAC donor, delivering USD 11.5 billion in net ODA in
2008 (and USD 11.505 billion in 2009 according to preliminary datdjs is part of a
continuing upward trend towards meeting thBl thrget of providing 0.7% of gross
national income (GNI). In real terms, UK net ODA increased by 25% alone inrG07
With its total ODA equivalent to 0.43% of GNI in 2008, the UK was ranked tenth
amongst DAC donors for its ODA/GNI ratio. Although it erds the (weighted) DAC
average of 0.31%Hgure 3, it falls short of the unweighted average ODA/GNI ratio of
DAC countries 0.48% in 2008.

Figure 3. UK ODA as a percentage of GNI, 1992008
0.8 -
0.6
5 04 — UK
= "1 DAC average
""" UN target
0.2
0 J T T T T —
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Source: OECD/DAC International Development Statistics.
6. Debt relief to Nigeria and Irag contributed an unusually large component of total UK ODA in 2005 and

2006. When this is ekaded, subsequent years continue to show an increasing trend.
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The UK maintains its 2004 commitment to reaching the 0.7% target by 2013,
reiterated most recently in its fourthlhite Paper on Int@ational Developmen{DFID,
2009a). This sees the UK exceeding the EU target of 0.7% by 2015. The last
Comprehensive Spending Review, covering 22071, plans for the UK to provide
0.56% of GNI as ODA by the UK fiscal year 2010/11. This is consistett thi# EU
individual target of 0.51% by 2010. The UK government has also signalled its intention
to present legislation to parliament that could enshrine the 0.7% ODA/GNI target in law,
adding further weight to the (bHiduestecleadhmi t ment .
by example, and its commitment to achieving the 0.7% target appears to be the subject of
consensus across all of its major political parties. Alongside this commitment, the UK
continues to play an important role in seeking to maintairintegrity of the DAC ODA
definition, and has committed itsélfmost recently in the fourth white papeto press
others to keep their promises on volumes of development assistance. For example, the
UK continues to advocate that most climate change fingnshould be additional to
existing longterm ODA commitments (Chapter 6).

UK ODA by government department

DFID contributes the bulk of UK ODA 86% in 2008. This share has been relatively
stable over timé in 2004, it was 84% (OECD, 2006a). The remajnportion of UK
ODA is delivered by 14 other government departments and entities, the most significant
being debt relief provided through the Export Credits Guarantee Department (ECGD), net
investments channelled through CD@nd contributions managed Ilye Foreign and
Commonwealth OfficeRigure 9.

Figure 4. UK ODA by government department, 2008

Source: DFID data as providedpeer review team.

Bilateral assistance

The UKG6s share of ODA allocated to bilater a
stable in recent years, with 64% of gross ODA being provided as bilateral assistance in
2008.

7. The CDC Groupg formerly the Commonwealth Development Corporatiois a development finance
institution owned by DFID.

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010



DAC PEER REVIEW OF THE UNITED KINGDOM 49

A strong commitment to low income countse

Although the share of UK ODA provided to low income countries (LICs) has
declined slightly i n recent year s from a
programme remains strongly focused on these countries, reflecting a continued emphasis
on achievinghie MDGs. In 2004, DFID set itself an ambitious target: for at least 90% of
its bilateral programme to go to LICs. While DFID reports that this target was met for the
period 20052008, it acknowledges that this target may not be met in the medium term as
same key programme countrieg.q. India) have since graduated to middle income
country (MIC) status, and DFID will need to maintain predictability as it refocuses its
bilateral aid programme.

The current share of total UK ODA allocated to LICs (61% in 20@8hains
significantly higher than the DAC average. Approximately-bnei r d of t he UKOs
ODA is allocated to suBaharan Africakigurej . The UK®&s increasing
states is also consistent with its MDG focus, as these countriepdaimilar challenges
in making progress towards the MDGs.

Figure 5. UK Bilateral ODA by region
Gross bilateral ODA, 20008 average

Sub-Saharan
Africa

Unspecified 34%

and Caribbean
2%

Middle East

Southand
Central Asia
Other Asia 22%
and Oceania

7%

Source:OECD/DAC International Development Statistics

Continued engagement with and support to middle income countries (MICs) is the
subject of public debate in the UK. Bilateral aid to India, for example, has grown quite
significantly in volume in the last deaad I ndia continues to be t
programme, with gross ODA totalling USD 700 million per annum (20008 average).

In this particular case, DFID cites the achievement of the MDGs as its key development
priority, recognising the huge giarities in income in a country where one third of the
populationi 456 million peopld lives below the international USD 1.25 per day poverty

line. Its focus on support at the smbat i on al l evel , targeting |
consistent with thisationale. Other MICs such as China now receive a declining share of

UK bilateral ODA, with DFID refocusing its support in these countries to what it
describes as Abeyond aido priorities such
climate change anddabal public goods.
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The 2006 peer review of the UK noted the ge
programme, and recommended that the UK should concentrate its assistance to ensure a
sharper focus and greater impact on the MDGs (OECD, 2006a). Ford¢asses, DFID
has reaffirmed its commitment to spending a minimum of 90% of its bilateral assistance
in LICs, while further concentrating its bilateral assistance geographically. As noted,
I ndi ads graduation to MIC stittarget fomaidltol af fect
LI'Cs in the medium term. Approxi mately 90% of
terms is now concentrated in 23 countries and it has closed country offices or
programmes in 36 countries since 2002. It plans to close a furtherofbbces or
programmes by the end of 2011. Further consideration could be given to the allocation of
nonDFID ODA, as the development impact of this assistance is less clear.

The decision to scale back country programmes and close country offices has
involved an iterative process of reflection and consultation, particularly around relatively
small bilateral programmes, rather than being guided by explicit criteria. The decision to
close country offices has at least in part been influenced by the neediver de
increasing aid budget with declining administrative resources (Chapter 4). Where
decisions to close country programmes have been fakenexample, in Cambodia
DFID has taken steps to ensure that this is done in a phased and predictable amanner
in consultation with other donors. DFI D6s ent
does not appear to be informed directly by its resource allocation model (discussed in
detail below), and some stakeholders identified scope for improved conatioimic
around its decisions to withdraw from programme countries. This was also the case at the
subnational level in India, where DFID has decided to close its West Bengal programme.

DFI Déds bil ater al resource all ocation approach

DFID continues to use arcenometric model to inform its bilateral aid allocation
decision. This tool, which uses empirical evidence on aid at the macro level, acts as a
starting point for an internal decisionaking process that also considers a range of
important qualitative critria, as well as involving a degree of flexibility and political
discretion Box 8). Country missions to India and Rwanda (Annex D) highlighted the
extent to which factors like population size, fragility and MDG focus play an important
role in the decisiommaking process. While this approach focuses on country need and the
environment within which aid is delivered, it does not consider portfolio performance
directly.

Looking ahead, the fourth white paperds i ncr
addsa new di mensi on -making Précksb.dThe UK egavermmierd is
committed to allocating at least half of all new bilateral resources to fragile countries

(DFI D, 2009a) : 2008/ 09 saw 54% of DFIDb6s bil
This increasing emphasis on fragile stateand the accompanying risks and cdsts
|l i kely to have an i mpact both on the quality

to deliver an increasing aid budget with declining administrative resources é@hapt
and 4). It is also unclear to what extent relatively stable programme countries with
successful and lower risk bilateral programmes will be affected by this decision.
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Box 8. DFID's bilateral resource allocation nodel

DFI Dés bil ater al resource allocation model draws on
arrive at a formula for bilateral aid allocation that considers need, measured using GNI per capita, and potentiakedf
of ai d, relying on the World Bankdés CPIA scores as

ensuring that aid has positive development outcomes. It also recognises that there are diminishing marginal rety
allocatiors.

A number of steps guide discussions around bilateral resource allocations:

() Inits most basic form, a resource allocation score is derived from a country CPIA score, GNI pe
and population, for a preelected number of countries. Resource allooagcores are then used to
rate the total bilateral aid budget.

(i) Caps are then introduced to limit allocations to some countries. Left unaltered, the basic mode
result in particularly large allocations to countries such as India and China bexfatissr large
populations or their development status. Floors (minimum levels) are introduced for a furt
countries based on a ministerial decision so as to ensure that aid levels are not reduced from
levels.

(iii) This constrained version of threodel is then used as a starting point for dialogue using a quali
decisionmaking tree that guides DFID to consider (i) poverty and MDG status, challenges and di
of travel; (ii) issues of political governance; (iii) issues of fragility, cenfli , or a -conflich
status; and (iv) regional and global linkages and issues.

(iv) Additional factors considered in discussions on resource allocation include (i) aid flows from

donors; and (ii) availability of other sources of financiagy(revenue from natural resources).

Model versusactual bilateral resource allocations, 2009/10

700

------ RAM ...unconstrained
600

= +RAM ..with caps and floors added

Actual resource allocation

o
o
o

400

w
o
o

N

o

]
b

Bilateral resource allocation (GBP millions)

Programme countries (in descending order of allocation)

Source: DFID data.

Although there is a weak correlation between actual resource allocations for 2009/10 and those proposed by the DFI
allocation moe | in its unconstrained form (step 1 above),
determining actual allocations. While this approach promotes a focus on country need and the environment within w
delivered, it doesot at present consider portfolio performance directly. This could provide scope for tension betweer
and resultdased approaches in decisimaking.
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Within its bilateral programme, a significant proportion of UK ODA is considered to
be countrypp gr ammabl| e. Country programmable aid (C
contribution to Acoreodo devel opment progr amme.
financing is relevant to decisiemaking and alignment with priorities at the country
level® UK countryprogrammable aid in 2008 was UZD® billion, or 63% of its bilateral
ODA, which is higher than the DAC average of 58%gqre 6.

Figure 6. Composition of UK ODA, 2008

Debt Relief, 7%

Humanitarian
Aid, 11%

Administrative
Costs, 6%

Support to
NGOs, 5%

Country
Programmable
Aid, 63%

Other and
unallocated, 8%

Source: OECD/DAC (2009b).

Sector allocations and thematic spending decisions
The fourth white paper commits the UK to

direct support for devel oping Q@D%aht r i es 0

Correspondingl vy, the sectoral di stribution o

MDG focus. The share of the UKG6s bil ateral o

services has continued to grow over time, reaching 44% in-@B0Which exeeds the

DAC average. This is offset by a decline in direct bilateral allocations to the productive

sectors and in particular agriculture, forestry and fishing, which now account for 1% of

UK bilateral ODA (compared with 7% over the period 129D1; see @ble B.5 in

Annex B). The decline in UK ODA to the agriculture sector has been discussed in a

recent parliamentary inquiry. The All Party Parliamentary Group on Agriculture and

Food for Development (APPG) called on DFID to increase substantially the fioopair

its ODA allocated to food security and sustainable agriculture (APPG, 2010). Following

the 2009 Summit of G8 | eaders in LOAquil a, D

GBP1.1billion (USD 1.8billion) to food security in line with G8 commitments

increase spending in this priority area. This is a reprioritisation of existing development

resources.

The 2006 peer review noted that the UKOsS use
could potentially undermine partner country ownership and &gtefeness. At present,

8. CPA is calculated by subtracting from total bilateral aid assistahazh: (i) is unpredictable by natuie
e.g. humanitarian aid and debt relief; (ii) entails no crbesder flows, such as administrative costs,
imputed student costs etc.; (iii) does not form part ebperation agreements between governments
(food aidand aid from local governments); or (iv) is not country programmable by the dagocdre
funding of NGOs).
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32% of DFI D6s ODA iis affected by suc
DFI D6s senior management considers that
evidence that they have distorted country programming, or affect® F| Déds abi |l ity
align with country priorities. It also claims that such targets play a role in strengthening

public support for development -@peration. A growing aid budget and the inclusion of

budget support in such targets also allows for a degfréexibility. Evidence however

suggests that some DFID country offices are concerned that sector spending targets could
undermine their ability to align with partner country priorities (Thornton and Cox, 2008).

h
a

The UKO6s fourth whi tseponirgsestainalbleccoandiggoers mor e on
economic growth. One channel through which the UK supports this is CEC
development finance institution wholly owned by DFID. Net investments through CDC
accounted for 2.7% of UK ODA in 200&igure 4. In 2008 DFID agreed a new
investment policy for CDC, which requires it to make more than 75% of its total
investments in LICs until 2013, with more than half targetingSabaran Africa.

UK development assistance through ngovernmental channels

DFID provides bilateal ODA through norgovernmental channels, both at the central
level and through its bilateral country programmes. Over the last decade, the UK has
continuously increased its core bilateral support to-gmrernmental organisations
(NGOs), both in volume tens and as a share of its overall bilateral expenditure. USD
520 million perannunian average of 7% ofi waslkcanmittddés bi |l at
as core support to NGOs over the period 2P038. This is a significantly higher share
than the DAC average d%? International data on total UK aid flows both to and
through NGOs show a less clear tréhd.

The UKo6és fourth white paper increases the el
addressing poverty, and in enhancing voice, advocacy and account#bilitpnmits the
UK to further increasing its nehumanitarian central support for civil society
organisations to GBP 300 million (approximately USD 516 million) by 2013, alongside a
strengthened approach to performance assessment and a new model foshgartner
agreements.

Looking ahead, the UK is likely to work increasingly with rgmvernmental actors
in the delivery of aid to fragile states, given the emphasis in the fourth white paper. The
decision to allocate resources equivalent to 5% of direct bugig®iort to norstate
actors in budget support contexts is also an interesting development. A strategic approach
to channelling these resources will be important to ensure sustained focus on results.

Multilateral assistance

In 2008, the UK provided 35.9% iis net ODA through multilateral channels (17.7%
through the EU institutions, and 18.3% through other multilateral organisations). DFID is

9. Source: OECD/DAC International Development Statistics, quoted in 2007 prices.

10. SeeAnnex B, Table 1Variations in the reporting definitionmay explain the apparent decline in the
proportion of UK ODA channelled through NGOs. DFID has informed the peer review team that in UK
financial year 2008/09, 16% of its total bilateral programme was channelled through a range of non
governmental chanrel At the time of writing, the DAC Secretariat was in dialogue with DFID with a
view to correcting these inconsistencies.
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responsible for most of the UK&ds ODA provided
key exceptions to this areamponent of the EC attribution, which is managed by the

FCO; and some thematic contributions managed by the departments of energy and

climate change, health, and environment, food and rural affairs.

The UK government demonstrates clear support for thilateral development
agenda and plans to increase reliance on multilateral channels for aid delivery. This is

signalled in the fourth white paper, whi ch ¢
grows, put a higher proportion of [its] new resources intdtitateral organisations, in
response to delivering reformso (DFI D, 20009 a

commitment to global approaches to development challenges, and to increasing the
efficiency and effectiveness of the international aid system.

TheUKds series of white papers sets out its ¢
is complemented by individual institutional strategies for key multilateral organisations.
DFI Dé6s aims in channelling ODA thrwthgh mul ti/l

its overall objectives: poverty reduction, progress towards the MDGs, climate change,
peace and issues of fragility, as well as global public goods (Higtimin 2009).

In the UK financial year 2008/09, DFID allocated GBP 2.3 billion (U8#illio n) of
its programme funding as core contributions to multilateral organisatiigaré?7). It
expects this to rise to GBP 3.4 billion (USD 5.idn) by 2010/11, representing an
increased portion of a growing aid budget.

The European Union institutionemain the most significant multilateral channel for
UK ODA in volume terms. The fourth White Paper sees the UK continuing to emphasise
poverty reduction as the main aim of EU development assistance, and pushing for greater
prioritisation of resources tbugh the EU institutions to conflietffected countries in
Asia and the Middle East (DFID, 2009a). Since its last peer review, the UK has
collaborated increasingly on development research at thdée8l In addition to its
partnership with the European @mission, the UK is working with the European
Investment Bank to expand its window for lending and to focus on sectors prioritised by
the UK for development coperation.

The UK is highly supportive of the fADeliver
theUnited Nations development system at the country level, and sees this as an important

buil ding bl ock towards greater UN effectiver
approach to partnering with the UN development system as it seeks to improve UN
effecivene s and responsiveness is set out in a #fHc

to increased advocacy on key issues such as leadership-andiration,DFID sees its

approach to funding the UN development system as critical for providing the right

incentivesfor increased organisational effectiveness. At present, only approximately 40%

of DFI D6s c ¢he maini UN devélopment agencies, funds and programmes

take the form of core resources, with the remainder provided through trust funds, thematic

funding and projeespecific contributions® DFID intends to increase the share of

funding to the UN provided as core or unearmarked resources at the central level where

there is evidence of increased impact. It has also instructed its country offibeseight
ADelivering as Oneo pil ot countries to incre
approaches for financing UBlipported activities through bilateral programmes, though

11

Source: DFID (2008i). Estimate based on UK financial year 288
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earmarking for specific projects remains common practice. It has also encbothge
countries to used pooled mechanisms for financing UN activities where they exist.

Figure 7. DFID funding through multilateral organisations
Coreversusnontcore funding, ¥08/09
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® Funding through country and
sector programmes
1000 7 @ Core funding
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2]
c
o
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£
o
[an]
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———
0 ; ; ; ;
EC World Bank  United Nations  Regional Other
Development  multilaterals
Banks
Notes:
1. AECO includes the UK6s contribution to the EC deve
2. AOther multilateralsoincludes the Gl obal Fund and

Source DFID data.

In seeking to strengthen incentivem feform and a continued results focus within
UN agencies, funds and programmes, DFID has adopted an innovative approach to
negotiating performance frameworks with several agencies. These link a portion of core
funding to agency performance, measuredihgoh s el ect ed Abonuso i ndi
approach provides incentives for improved performance, some UN agencies expressed
concern about the additional transaction costs that it involves, highlighting the need for
greater alignment of indicatorsandgag t s wi t h t he agenciesd own

The UK continues to see the World Bank as one of the most effective channels for
mul til ater al delivery, and this assessment
(USD 4.2 billion) replenishment of IDA 1% 2007 (DFID, 2009i). This is a 49%
increase on its allocation to IDA 14. The UK also remains the largest donor to World
Bankmanaged trust funds, contributing approximately GBP 556 million (USD 1.0
billion) in 2008. The UK continues temphasise the impiance of the Bank fulfilling its
commitments on conditionality in itdending, and to advocate for increased
representation of devel opinmkng procasees.ritihass i n
also used negotiations to push for continued decentralisafi World Bank staff and
decisionmaking authorityi to the country level. The World Bank sees the UK as a

strategic and constructive partner, and appr ¢

objectives for the Bank.

DFID has further improved strategtools for assessing multilateral performance. It
has developed a framework for assessing the relevance, effectiveness and reform scope of
organisations, and draws on the work of the Multilateral Organisation Performance
Assessment Network (MOPAN), of wdh it is an active member, to inform decision

making on multilateral all ocations. While DFI
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will be important that it partners with other donors on harmonised approaches to
multilateral effectiveness. The DAC wld provide an appropriate forum for this (OECD,
2009d).

Future considerations

T

Delivering on its commitment to providing 0.7% of GNI as ODA by 2013 will add

to the UKOG6s credibility. Enshrining this t
commitment anénhance predictability, encouraging other donors to deliver on their
commitments.

The UK should improve the quality of information on aid delivered by government
departments other than DFID, including on its development impact and value for
money, in its pblic communications. Further disaggregating ODA delivered by

departments other than DFID wild|l al so be i
DAC.
Whil e DFI D6s continued focus on LI Cs and in

commendable, it will be iportant that continued emphasis is placed on the
geographical concentration of the UK aid programme as a whole, consistent with the
desire to reduce aid fragmentation.

Sector and thematic spending targets should be kept manageable so as to avoid a
tensionwith the need to align with and respond to partner country priorities. This
was emphasised in the previous peer review.

The UK is commended for its increasing emphasis on multilateral effectiveness. Going
forward, however, there is scope for the UK to kvarore closely with other donors on joint
approaches to supporting multilateral effectiveness.

The UK shouldi ncrease the UKG6s share of contri bu
resources in exchange for better evidence from UN Agencies, Funds and Programme

their results, impact and contribution to wider development outcofés.would further
strengthen incentives for ref orm, al ongsi de
One and its emphasis on improved evidence on the results and impadistdnas

channelled through UN agencies, funds and programmes.
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Chapter 4

Organisation and Management

A powerful institutional model

The UKO6s institutional system for devel opme
review in 2006. ltoffers a powerful moel, combining a high degree of centralisation in
Whitehall with decentralisation in the field. All poverty reduction aspects of UK
government development -aperation, both bilateral and multilateral, are led by the
Department for International Developmei@FID), which manage8 6 % o f t he UKOGs
ODA. DFID is represented in cabinet by the Secretary of State for International
Development, and supported in the House of Commons by a Minister of State and a
Parliamentary Under Secretary of Stafeimary responsility for technical themes is
shared between the three ministers by mutual agreement.

A capable, missiofdriven organisation

As highlighted in the 2007 and 2009 UK capability reviews, DFID is a-high
performing international development department. lefiesifrom impressive leadership,
complemented by highuality and committed staff (HCS, 2007, 2009). DFID has a
strong resultdased management framework, and thisombined with a purpose and
performancedriven organisational culture and cohesion atsinsior leveli is important
in ensuring effective delivery of the aid programme.

DFI D6s organisational structure remains conc
number of directorates and subits has increased-iQure 8). The most senior civil
savant in DFID is the Permanent Secretary. She was assisted at the time of the visit to
London (November 2009) by four DirecteBeneral in charge of: (i) country
programmes (geographic desks), (ii) international relations (the international financial
institutions, UN and donor relations); (iii) policy and research (including a joint trade
policy unit); and (iv) corporate performance (finance and corporate performance, internal
audit, evaluation, human resources, communications and business solutionsiheSince
DFID has decided to merge two Directeeneral posts (internationand policy and
research), with the new appointment becoming effective in April 2010. The Directors
General supervise a total of 18 autits, with staff split between headquartieré.ondon
and East Kilbride, Scotland. In addition, an Independent Advisory Committee on
Development Impact (IACDI) was set up in May 2007 and reports directly to the
Secretary of State for International Development.
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Figure 8. DFID organisation chart
October 2009
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Source DFID.

A Management Board, comprised of the Permanent Secretary, the Di@etwesal,
the Director for finance and corporate performance and two externagxecutive
directors, guid s t he management of DFI Déds operations,
implement policies set by the Secretary of State. The Management Board meets once a
month and is supported by five committees:

1 The Development Committee, chaired by the Director Gérfer Policy, aims to
ensure that DFID's policies and programmes deliver the strategic priorities set by the
Management Board, including public service agreements.
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1 The Security Committee, chaired by the Director General for Country Programmes,
is respondile for monitoring the adequacy and effectiveness of all aspects of DFID's
security.

1 The Senior Leadership Committee, chaired by the Permanent Secretary, leads and
manages Senior Civil Service posts and staf

1 The Audit Committee, chaired by a naxecutive director and composed of non
executive members, provides advice to ensure a financially sound and efficient
organisation.

1 Finally, the Investment Committee, chaired by the Director General for Corporate
Performance, as set up in 2008. Its role is to ensure that DFID investments
(whether multilateral, bilateral, or global public goods) represent good value for
money for development impact and for UK taxpayers and that clear systems exist to
take strategic financial distons based on evidence.

Combining decentralisation with strong corporate compliance

Decentralisation is a cornerstone of DFI DO6s
from substantial delegated authority and one half of DFID staff resources aredloca
overseas. For example, country offices are responsible for preparing the country plan
(which is submitted to the Country Planning Review Committee and then to the minister);
implementing, monitoring and reporting on the plan; promoting coherent UKypatid
taking appropriate action if programme objectives require attention. The Head of Office is
delegated authority up to GBP 20 million, a substantial increase since the last peer review
(GBP 7.5 million). DFI DO0s p apalft of ¢his seviewn t he t w
(India and Rwanda) see this decentralisation as key in allowing DFID to provide flexible
and quick responses to partner government so
harmonisation (Chapter 5 and Annex D).

The significant autorray of DFID country offices is complemented by a clear
corporate performance framework, as recognised by the NAO and the capability review.
The bulk of British ODA is delivered through cascading instruments within the
overarching objectives of the PSAs: theS As are transl ated into
departmental strategic objectives (DSOs), measured by a total of 31 indicators. These are
then cascaded further down the organisation to divisional performance frameworks
(DPFs), whichare the main mechanism for tréaigg corporate goals into operational
country and departmental plans, and ultimately individual performance management
framework objectives (Figure 1, Chapter 1).

DFID has reinforced its corporate tools and systems to ensure compliance. Two
corporate tols are particularly important: (ifhe Essential Guide to Rules and Tools
(known asThe Blue Book , which explains the rules goverr
activities, including programme management, finance, human resource management,
security, informatn technology and propriety; and (i) the Activities Reporting
Information ESystem (ARIES), a new management system which integrates financial
accounting, project databases, statistical and management reporting, budgeting and
expenditure forecasting andogurement.
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DFID has also strengthened its country planning process. A Country Planning Review
Committee (CPRC) was formed in early 2008 to replace the Quality Assurance Group.
The committee reviews country plans before being submitted to ministers. dinkyot
reviews the planning options presented to ministers, but also the quality, validity and
range of data, analyses and assumptions that underpin those options. In addition, a revised
| ogical framework (|l ogframe) autpuspoucanced ( AUSIi ng
and results has been adopted throughout the organisation, and stronger guidance has been
provided to country offices on preparing country plans, including economic appraisals.

The strong | inkages maint ai neadqualdeesstaee en DFI D
another key feature. DFID has developed innovative approaches to working-hotrse
and linking UK government roles at the country level, such as the extensive use of
information technology like videoconferencing. It also uses innovap@roaches to
sharing and placing staff, with some 30faaded policy staff based in country offices.
For example, in DFID Rwanda the Climate Change Advisor is shared between the
headquarters Policy Division and the Country Office. This helps to buikhdies
between the field and headquarters, and enables the Policy Division to ensure that
policies reflect the situation in the field. Professional networks also play an important role
in sharing lessons across the organisation, whether througttwerks or annual
meetings and their role could be deepened further. There is still scope to improve
collaboration between different departments, such as gender and aid effectiveness, and for
the distinct professional groups to learn more about capacity develb(@hepter 6).

DFI D6 s wi de, interconnected frameworKk makes
of fices and headquarters appear seamless. Thi
London and East Kilbride does not seem to create a gap between thentiffietities.

However, DFID has recognised the need for greater career mobility in its East Kilbride
office.

Streamlining reporting requirements

Whi l e DFI D6 s extensive del egati on of aut h
compliance and accountability angowerful, they do lead to heavy, sometimes
overlapping, framework monitoring and reporting requirements. They imply heavy
transaction costs at a time when diminishing administrative resources are putting
additional pressure on staff, and some of the reménts are perceived by staff in
country offices as lacking clarity of purpose. The previous peer review recommended that
in improving its performance measurement and reporting approach, DFID should avoid
unnecessarily increasing the complexity of thestixxg system. Since then, DFID has
established a single corporate performance framework for the currenyéarespending
period, in which Divisional objectives cascade from overall Departmental objectives.
DFID also has a system of annual project regieas well as separate reporting on white
paper and other policy prioriti€Box 9). More should be done to integrate these different
streams of reporting. Greater clarity on the hierarchy and-relationship between
DFI Dés pol i ci e sance sotes (Ehagtey 1) evauld assid in this prodess. It
should also be linked with further improvement in performance measurement as noted
below. DFID should also consider how far its ARIES system (which currently supports
only finance, procurement and j@ot management reporting) could also support
corporate performance management and how it could integrate further project cycle
management. In streamlining its system, DFID should ensure that: (i) all country offices
comply with DFID systems and objectivés) feedback provided through these reporting
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systems is translated into knowledge and used for management purposes; and (iii) the
information generated can meet the scrutiny demands of British stakeholders.

Box 9. DFID reporting mechanisms: the example of DFID India

DFID uses a number of reporting tools, each of which allows scrutiny at different levels of operations and policy, ang
guide planning, lesson learning and accountability. As reported by DFIB, lthetse are as follows (however, some are
mandatory requirements, but are considered to be good practice by the office; DFID India also includes staff objecti
are standard management practices and not considered part of reporting by te@jlquar

(i) Policy reporting. This involves: (i) reporting against the 2009 white paper implementation matrix (each country
of fice/ldivision identifies a number of priority cg
progress); () contributing to DFID sectewide policy reviews, including portfolio reviews; to thematic reports; and
provide inputs from the field to shape policy; and (iii) reporting on progress against the Gender Equality Action R

(ii) Divisional/country programme reporting. This includes (i) the division performance framework, reviewedyeat
and at year end by the management board, with contributions from eachigabuntry office; (ii) the report against th
country results framework , (twice a year to rifnute to the divisional framework); and (iii) staff individual objective
which are subject to performance reviews at-gadr and end of year. DFID India has in addition set up team busir|
plans, which are reviewed twice a year;

(i) Project and portfolio quality reporting: (i) all projects are scored annually (and at project closure) against their
objectives through DFID&6s Portfolio Quality I ndex;
as part of the Output to Purpose Reviewd (i) project closure involves independent evaluation reports and audit
reports, as well as completion reports for projects above GBP 1 million.

(iv) Corporatereporting: (i) report against the AMaking it divsiomap €
performance framework; (i) quarterly financial reporting; and (ii) annual human resource reporting. In dfgibon,
India has developed internal tracking tools to assess performance against thei@é-IBsults action plan.

Linking policy and research

DFID aims to improve links between research and internal policy making. Its policy
and research divisions are now regrouped under the same directorate. DFID is doubling
its spending on development research, planning to invest up to GBRlmmedetween
2008 and 2013 on research in five areas: economic growth, sustainable agriculture,
cl i mat e change, heal t h, and governance i n d
involves innovative links with universities and research institutes, battestically and
internationally. For instance 15 senior research fellows are hiredirparto keep DFID
in touch with university work. However, outsourcing research should be balanced with
the need to maintainihouse analytical capacity so that reseascrounded in internal
knowledge of the situation in the field. Thus DFID must ensure it is appropriately staffed
in its focus areas. DFID also strives to ensure coherence between its research and
development policy by balancing high quality researchdimmestic and international
purposes with developing capacity for research in partner countries (Chapter 6).

Engaging further with civil society organisations

Since the last peer review, DFID has significantly increased its funding to civil
society organiations (CSOs) (Chapter 3). This reflects greater recognition of the role that
CSOs can play in development, and a willingness to further integrate these organisations
in DFIDb6bs work, bot h at policy and i mpl ement

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010



621 DAC PEER REVIEW OF THE UNITED KINGDOM

The

Sociey Department moved in May 2008 from the Communication Division to the Policy
Division. Funding to CSOs is allocated both through DFID country offices and centrally
managed funds, with different schemes responding to specific needs. This includes: (i)
nonrearmarked Partnership Programme Arrangement funds to 30 international CSOs that
play a leadership role with which DFID has a significant working relationship and shares
a common Vi sion; (ii) thematic funding t
rights and accountability in partner countries; and (iii) support to development awareness
activities in the UK.

The 2009 white paper commits DFID to scale up and broaden its support for civil
society, including doubling its ndmumanitarian headquarterspgort for CSOs to GBP
300 million a year by 2013. As a result, the Partnership Programme Arrangement funding
should increase from some GBP 90 million a year between 2009 and 2010/11, to GBP
148 million by 2012/13. The white paper also calls for siedlle funding for UK
individuals and community activities overseas. DFID has a new Development Innovation
scheme to respond to this and is also working to support small and diaspora groups
working on international development through the Common Ground Ingiadthough
funds provided through these schemes are limited, it will be a challenge to track results
and manage the transaction costs of this kind of support within a reduced administrative
budget. DFID will complete a portfolio review of its work with @S in 2010. This
should help identify and share good practice in working with CSOs across the
organisation and with partners.

chall enge of Adoing more with | essd

The UK government is commended for its significant ODA increases in recent years
(Chapter3) and for ensuring that these are delivered through streamlined and efficient
structures. DFID has so far managed delivery of increased ODA effectively whilst
reducing administrative costs. However, the combination of delivering higher levels of
ODA,proecting frontline staff and the need
greater efficiency across the UK public sector remains an ongoing challenge for DFID.
While DFID has identified opportunities to make further efficiency savings in non
frontline expenditurethere will be a limit to the extent to which administrative budgets

r e

can be reduced further without under mi ni D
especially as it engages more in complex and
challenge has been forwalambking. It includes both strategic actions and corporate
governance refor ms (the AMaking it Happeno i
strengthened as key British stakeholders (NAO, parliament, the Cabinet Office) share the
view t hat DFI D needs fa cl ear strategy for el

administration costs do not negatively affect

(NAO, 2009a). DFID must ensure that its people and financial resources are aligned
effectively behind its policy agenda, focusingsources on those areas where it can have
most impact on poverty reduction and ensuring it has the right skills to meet its future
requirements.
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A purpose and performancedriven organisation

An ambitious chargprogramme

DFID is strongly committed to organisational effectiveness, with good results. One
of its seven department al strategic objective
and effectiveness (DSO 7). The 2009 performance report shows gageégzdowards
these indicators (DFID, 2009f). The creation of both the Investment Committee and the

CPRC illustrates DFIDG6s continual efforts to
compliance. This comes together with an increased focus on developnpeat iamd
organi sational effectiveness through the fMal

objectives of this programme are to enable DFID to get more development results from
its people and its money and to better communicate those development rehdtb/ko
public. It focuses on three work streain®/alue for Money (which comprises results,
commercial, and money), Communications and Pebpiich are consistent with the
objectives and targets of DFID seventh strategic objective (DSO 7). Each diaigion
country office integrates Making it Happen into their business plan, and report through
the DPF process, as illustrated by the India cBe (0.

Box 10. Increasing efficiency and maximising productivity: the example of DFID India

The example of DFID6s India office shows how serious
made. Administration costs now account for just 2.2% of total spend. Since 1999, staff numbers have denre2%8ddr92.5
(down 47%), while the programme budget has increased from GBP 96m to GBP 270m (up 181%). DFID India has alre
considerable savings in baokfice functions through outsourcing, ensuring the office maximises the available resour
delivering the programme. Further opportunities to make savings will occur through jointly outsourcing and sharing ¢
services with the British High Commission. DFID India implements the strands of the Making it Happen agenda as follo

Results ard using evidence a stronger results team with a new Results Adviser; more impact evaluation with a new
Evaluation Fund; stronger logframes in a new format; new results framework to record and track results; more focuse(
(20% fewer projec over two years); and action plans in place for poor performing projects.

Communications a strengthened communications team: new posts and more resources; a new communications strat
pro-active work with Indian and UK media; a new study on Wgeptions of India; explicit targets forsightand website.

People increased budget for learning and development; skills refreshment through training; new performance manage
promotion systems; performancelated pay; flatter office structurasid more delegation; peer and team recognition awar
culture of giving/asking for feedback.

Money: a new portfolio scrutiny committee in Delhi; stronger procurement systems for DFID and implementing partne
stronger fiduciary risk managementdhgh training and tools; more shared services with the FCO; counting the adminis
costs of climate mainstreaming.

Systems ARIES rollout: better information on money and results; GBP @0O for better staff security; stronger emerge
communicatbn and staff support systems; revised and tested business continuity plans; greening DFID operationg
reduced carbon footprint, including of residences; Delhi hosting regional services, such as IT, procurement and more.

A value for money approacdh drive development effectiveness and greater efficiency

As part of the Making it Happen programme, DFID is pioneering a value for money
approach, looking to move beyond measuring and managing for results to being more
explicit about assessing whether tbgel of results achieved represent good value for
money against the costs incurred: moving from "results to returns”. Significant areas of
programme where DFID will be spending around GBP 1 billion per yeagalth,
education and governaneere subjecto rigorous value for money portfolio reviews.
Through reviewing both the international evid
practice, the reviews are identifying areas where policy or programming action could
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further improve value for money. €hlnvestment Committee is driving increased
analytical activity on value for money across the organisation, on both allocation policy
and the portfolio in aggregate, and commissioning work and pressing for changes to
DFI Dé6s systems t o \aloesforrmoneymBor example, DEIB is o n
currently considering how to improve the measurement of value for money at project
level including using unit costs in key sectors that are amenable to this approach. DFID is
also taking forward a new approach to precoent following a Procurement Capability
Review carried out across UK government departments.

DFID is committed to meeting the target set by the Treasury of GBP 647 million in
efficiency gains in the Comprehensive Spending Review-2008. In a furtheeffort to
protect frontline staff, DFID has recently announced a comprehensive efficiency
programme that will: reduce the size and cost of its corporate performance group;
improve the management of its estates; reduce the cost and environmental imfsact of i
global travel; and share more of its rAoontline services with other government
departments (especially the FCO). The allocation of staffing costs across administrative
and programme budgets has also been adjusted. In its 2008/09 account report, DFID
classified approximately 64% of overseas frontline staffing costs in 2007/08 (GBP 64
million) as programmédunded administrative costs. This rifenced allocation was a
transfer of administration costs capped at 1% per year, while the rest of admaimistrati
costs fell by 5% per year. The National Audit Office has noted that this classification
better reflects the role of staff working on the delivery of projects and programmes as
opposed to administrative functions. In principle, this could also allovgdaker and
more rational decisions on staffing to meet specific programme needs overseas, as related
management costs would be funded from the same programme budget (NAO, 2009a).

Whilst the value for money approach is valuable for ensuring efficiendfp Btfould
retain enough flexibility to avoid undermining its key objectives and assets. These include
its flexible approach to aid delivery, its increased focus on fragile states and its new
approach to civil society organisations. DFID should be cautioapplying the value for
money approach, ensuring that decisions like delivering bigger but fewer programmes
and closing projects which are not fulfilling their objectives are adjusted depending on
contexts and do n-tetm appeack ®aleloprieht Pséesbeldwoon g
staffing and Chapter 5).

Stronger focus on managing for development results

DFID has also placed a stronger emphasis on managing for development results. Its
objective is to use evidence more effectively in order to both ensunestkienum impact
of the aid programme and be able to demonstrate its effectiveness. In January 2008, DFID
| aunched its first Results Action Plan, which
Happen programme (DFID, 2008g). The plan identifies tenipriactions for DFID, iR
country and internationallygfror! Reference source not found). These respond to the
need for better quality statistics and information, stronger commitment to evidased
policy making, robat systems for monitoring and evaluation, and strengthened
mechanisms to hold governments and donors to account.

DFID has taken steps to implement each priaaitsion. In particular, with USD7
million allocated in 2002009, DFID is the main bilateralonor in supporting national
strategies for the development of statistics. It also supports accountability mechanisms in
partner countries, as seen by the review team in Rwanda (Annex D) and in 2009
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committed to increase this support. At the internatitenadl, DFID was influential in the
process leading up to the Accra Agenda for Action, which includes commitments for
mutual accountability.

Within DFID:

1
1
1
1
1

With partner countries:

1
1

Internationally:

1
1

)l

Source: Source: DFID (2008g).

Box 11. DFID's Results Action Plan: 10 priority actions

More use of quantitative information to impedecisioamaking

Strengthen performance and results frameworks for country programmes

Improve communication to the UK public on the results of development assistance
Review people management systems to encourage a stronger focus on outcomes

Establish Indpendent Advisory Committee for Development Impact to strengthen the independence of t
evaluation function

Invest in statistics through internationally-cadinated funding
Support accountability mechanisms to scrutinise goverrsrart donor performance

Support an internationally coherent approach to impact evaluation
Promote new international mechanisms for mutual accountability between donors and partners, and ¢
agreement at the Ghana High Level Forum in 2008

Promote new international mechanisms for assessing agency effectiveness, and seek international agreem
the Ghana High Level Forum in 2008

Evaluation: towards a more strategic and independent approach

DFID has also nmde progress on evaluation, increasing the resources available (from
GBP 3.6 million in 2007/08 to GBP 5.1 million for 2009/10), developing a new policy
(DFID, 2009e), and strengthening independence with the creation the Independent
Advisory Committee on Deslopment Impact (IACDI) in May 2007, which reports
directly to DFID Secretary of St at e. | ACDI
Department reports to the DG for corporate performance and is more embedded in
DFI D6s core managememdr sdwalcuatrieon huami tnso.s tl AQG
oversee evaluation at a strategic level, including: (i) approving the evaluation work
programme; (ii) ensuring the evaluation approach is independent and effective; and (iii)
monitoring how far evaluation outputseaused and followed up in practice. However,
challenges remain. In 2008CDI reviewed evaluation quality in DFID, which proved
very good learning exercise and has resulted in tangible recommendations on how to
improve evaluation quality as well as theeuof evaluations. Howevertsifindings
showed there were methodological weaknesses, as well as a defensive attitude from
management which would require a Aculture cha
the review set out measures to address these disidime Investment Committee will take
a lead role to strengthen DFID6s evalwuation ¢
specific studies; and major study findings will be considered by the Development
Committee and the Country Planning Review @Gattee. Althoughefforts have been
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made to ensure that evaluation recommendations inform decision mMakitigges to

the wider DFID performance management and planning systems could be strengthened.

As noted by the National Audit Office, the evaluatiogpdrtment is not tasked with
providing a better interpretation of DFI Dé6s g
2009b).

The publication in June 2009 of a new, comprehensive evaluation policy is a
commendable step in building a culture of learning anduetiain and increasing the
guality of evaluations across DFID. It also incorporates many of the emerging priorities
in the evaluation community, including push for assessing results througtpact
evaluation,and a strong mandate to participatgdmt evaluation andsupportpartner
country capacity developmentas al ready initiated by DFI DO6s
international approaches, DFI Dés chairmanship
involvement in the international initiative for impaetwaluation (3ie) is also much
appreciated by the donor community.

The difficulty of assessing DFIDb6s performanc

AnJudged by its own targets, DFI D perfor manc:
made by the NAO in its report to parliament on DFID perforreainc2008/09 (NAO,
2009a). It reflects the fact that three of the eight indicators in PSA 29 on poverty
reduction show improvement, while five show little or no improvement (DFID, 2009f).
However, this does not mean that the aid programme is managediemsffi and the
NAO does recognise that there is some evidence of significant progress. This mixed
result illustrates the difficulty of assessing DFID performance against the PSA 29 targets.
These targets focus heavil y yooontridshowwardpr ogr es s
meeting the MDGs, with indicators aligned to the MO&¥/hile this approach has the
merit of being strongly aligned to partner country performance, there are challenges
related to difficulties of interpretation. First of all, linkingDBP® ( or any singl e dc
interventions with progress towards the MDGs is inherently difficelen more so with
the increased use of «warmarked aid. Countries move-wack or offtrack due to a
range of factors, including contribution by differerliateral or multilateral donors, the
actions of recipient governments, and the impact of social, economic and environmental
variables. Secondly, weak dataderiving from reliance on national data systeimas
well as the time needed for a programme toehesults, make it difficult to establish
trends or link contributions to outputs. DFID also struggles to measure the impact of its
Ainfluencing worko, and it does not have a ¢
devel oped or s u st H isnwerth dnentioNidgQhat DFID (@dress
against its departmental strategic objectives ZWBL is more positive: in 2009, four out
of seven objectives showed strong progress and three showed some progress (DFID,
2009f). This suggests that DFID shouldooke carefully the level and nature of the
objectives and progress indicators, and should avoid too ambitious and difficult
measure results when setting the next departmental objectives. DFID should also consider
streamlining its complex set of objeaiand related indicators.

12 For instancePFID country planning approval process now fieggl explicit use of country programme
evaluations, each evaluation is subject to a management responséheamtbad of Evaluation
Department now has more access to the DFID Management Board.

13 These are for instandie proportion of populatiotiving on below USD1 a day net enrolment in
primary educatiopand &tio of girls to boys in primary education
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In order to better link DFID actions to results, the NAO suggests that as well as
continuing to reinforce national statistical systems in partner countries, DFID should
focus more on demonstrating its contribution, alongsider atbetributions, to change.
DFID could also communicate more on how it plans to respond 4waaH or not fully
achieved targets. As noted in Chapter 1, DFID is developing a more scientific approach to
results in order to be able to identify outputs anttomes for each programme against a
clear baseline. While recognising the importance of demonstrating results, the review
team advises DFID to take a prudent approach to results measurement. It should
recognise the importance of contribution alongsidebation, and ensure its approach
does not undermine efforts to target the aid programme atéongdevelopment. In this
regard, it i s encouraging to note the Resul
internationallyagreed principles on aid effectiess.

Human resources: mai ntaining DFID6és core valu

DFID benefits from a high quality and committed staff, as recognised by stakeholders
both within and outside the UK (HCS, 2007 and 2009). Due to its strong reputation,
graduate applications for DFID ptishs outnumber those to other government
department$ including the Treasury and FCOallowing DFID to recruit high quality
staff.

DFID staff numbers total 237 (full timeequivalenty 68 % of whi ch are THfAho
servant so and -thirdheer & efmati anfi fit gaupheiymt. e dT hiirs pr op «
has remained stable over the last five years. The distribution of staff across headquarters
and country offices has also been stable over time, with half of DFID staff located in the
UK (750 staff in Londonand 494 in East Kilbride) and the other halfl@b) based
overseas. The most striking feature is the evolution of the absolute numbers of DFID
staff: reaching a high point @2 in 2005 before decreasing sharply t837 in 2010.

This reduction has aftted both UK civil servants and staff appointed in country. As
regards staff functions, DFID has managed to maintain its number of sector advisors
while the number of programme administrators decreased sharply (Figure 9). The number
of secondments to exteal organisations has also diminished sharply since 2005 (down
from 135 to 68), but remains high compared with other bilateral déhors.

Thi s decl ine i n staff number s i s part of
administrative budget. While the reduction staff numbers, following a rapid rise in
staffing levels in the early 2000s, has helped to streamline human resource management,
DFID is approaching a point at which further reductions may put at risk its capacity to
deliver the aid programme effectlyeThis is clearly the case in India: over the last 10
years the number of DFID staff was reduced by half while its programme became three
times bigger. Overall, this leaves only a small margin for further adjustments. However,
DFID plans to save GBP 4.illion of administrative costs in 2009/10 to meet its
efficiency saving target in the Comprehensive Spending Review ZODBL. As
highlighted by the National Audi t of fice, t hi
ensure effective aid spend in linethvan increased budget (the Comprehensive Spending
Review awarded DFID 46% more aid between 2008 and 2011); greater focus on labour
intensive work in fragile states as outlined in the 2009 white paper; and a reduced
administrative budget (NAO, 2009a). mar t i cul ar , one of DFI D6 s

14.

Another feature of DFID staff is its international compositiosith many norUK citizens working
either at headquarters or in partner countries
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technical capacity of its staff particularly its sector specialisisand it needs to ensure
that this quality is maintained. This was emphasised by partners in both India and
Rwanda (Annex D). Having fewer $table to provide observations on the ground may

al so weaken DFIDb6s ability to measure perform
Figure 9. DFID's staff trends, 20052009
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Source: DFID data.

DFID is responding by becomingndreasingly strategic in human resource
management, illustrated by its new markased postings system and its closer
management of secondments. DFID needs to continue to develop its ntedium
workforce planning to ensure it has the right people wighright skills. DFID appoints
gualified staff incountry and is perceived to provide attractive conditions, including
scope for career progression and mobility. A number of relatively senior posts are held by
staff appointed ircountry and DFID plans to atinue to promote staff appointed-in

country to senior | evels. This approach i mpro
should be continued.

Filling job vacancies in fragile states is a specific challenge. In early 2007 the average
number of application&ell to 1.7 per vacancy in insecure countfiesompared to 2.2 in
stable countries. DFID responded to this by increasing incentives and reducing posting
durations for difficult places. However, the problems remain for specific posts in some
countries. Tk 2009 white paper commitment to working more in fragile states heightens
the importance of addressing this issue. In 2009, DFID reviewed staffing in fragile states
and has agreed a new internal Apool and cl us
reviewing financial incentives (NAO, 2009a).

Intensive team work, a strategic approach to training, and strong attention to middle
management are important features of DFIDG6s h
development approach. DFID has a performarased staff evaluation system linked to
bonuses and promotion prospects. However, this has still to be carefully reviewed and
adjusted to ensure it provides relevant incentives to staff.

Key assets for DFID are its strong cohesion at management leveheotear and
wide understanding by DFI D staff t hat t heir
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objectives (9% of DFID staff, according to the 2008ivil Service People Survey)
(ORC, 2009) However, while DFID still benchmarks better than comparator
organsations,the 2009 Civil Service Peopls ur vey al so shows a
confidence to speak up and challenge the way DFID is operating, as well as scepticism

about the organisationés ability to manage

may keflect the scale of change affecting staff and its concerns over the challenges faced
by the department. It may also be the result of reinforced compliance mechanisms and
increased pressure to deliver results. In taking action following the survey, DFID
management will need to understand the underlying causes and to demonstrate a clear
engagement as staff commitment and confidence will be crucial in achieving the Making
it Happen programme. DFID needs to keep space open for lively internal debates to
maintan its strong culture of innovation and creativity.

Future considerations

dec |

f I'n addressing the Adoing more with | ess"

protect front-line staff overseas. Alongside the implementation of its change
programme, this will be iical in ensuring its credibility in both the UK and abroad.

1 DFID should look at ways to expand further horizontal collaboration and learning
opportunities across the organisation through closer links among professional
groupings.

1 Alongside improved potly prioritisation, DFID should further streamline its
reporting requirements, assessing carefully the benefits of each against transaction
costs. It should also draw lessons from its current performance assessment
framework as it sets the next departmeaotjéctives and associated indicators.

9 Building on its new evaluation policy and the creation of IACDI, DFID should
continue efforts to develop a culture of evaluation and to promote its use as a
forward-looking management tool.

9 DFID should also ensuredhthe pressure to reduce administrative costs does not
influence its model of engagement, and that it maintains a critical mass of expertise
in-house, including sector specialists. It should continue to develop its méatinm
workforce planning system tensure it has the right staff with the right skills,
including in fragile states.
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Chapter 5

Aid Effectiveness

The international aid effectiveness agenda: UK commitment and leadership

Following its important role in supporting the preparations for gwesd High Level
Forum on Aid Effectiveness and the Paris Declaration (2005) which emerged from it, the
UK continued to play an active role in international dialogue on aid effectiveness in the
run up to the third High Level Forum (Accra, 2008), and irpsttathe Accra Agenda for
Action (AAA). DFID was active and influential in the final negotiations for the AAA,
supporting the priority fAbeginning nowo deliwv

DFID plays an important and active role in much of the work of the Working Party on
Aid Effectiveness (WHEFF), engaging substantively in and contributing financially to
joint ventures. It participates in all of the subsidiary bodies of the Working Party on Aid
Effectiveness (WHEFF), and plays an active role in the work on aid effectiveneggof
Nordic Plus group. DFIDco hai rs t he DACO®s I nternational N
Fragility (INCAF). In the past DFID has been willing to use its own experiences in
implementing the aid effectiveness ageiidacluding in potentially risky areas such a
budget support and amperation in fragile stateisto encourage other donors to act on
international aid effectiveness commitments. In recent years, DFID has placed greater
emphasis on high profile and at times less inclusive aid effectiveness iagiativich it
sees as a means to galvanise faster progress on delivering Accra accountability and
transparency commitments

In 2008, DFID launched the International Aid Transparency Initiative (IATH
global initiative committing donors to improve theadability and accessibility of
information on aid. IATI now has 18 donor signatories and 13 partner countries have
endorsed it. A number of civil society organisations also support and are involved in the
initiative. Although IATI contributes to the wonirogramme of the WHEFF, DFID may
wish to consider whether IATI allows for participation by the broader donor community,
and whether it adds value in relation to existing initiatives.

September 2007 saw the UK playing a key role in launching the Interabti@alth
Partnership (IHPj) an initiative which aims to implement Paris Declaration commitments
in the health sector. Managed by the World Health Organization (WHO) and the World
Bank, the process has built on extensive discussions on aid effectivertaeshealth
sector. However, DFID as its lead sponsércould further ensure greater inclusion and
responsiveness to partner country countries and their needs and voice.

Some stakehol ders note t habhsedobjectivasisucls appr oa
as IATI and the IHP may have come at the expense of developing -tenger
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relationships with a range of stakeholders around common goals. This view is supported
by the first phase of the evaluation of the Paris Declaration, which concludes that:

iéi fr ee haer e any grounds for concern about DFI

Declaration, it is the preference for higirofile new initiatives over the hard

work of implementing old ones. New initiatives, such as global spending
commitments and new funding vehscler global public goods, do not fall clearly
within the country led paradigm, and have the potential to push Paris Declaration

commi t ments into the background. o6 (Thornton

Given its strong leadership in shaping the Accra Agenda for Adatoparticipation
in the Working Party on Aid Effectiveness and its subsidiary bodies, and the degree of its
investment in specific initiatives such as IATI and the IHP, DFID should continue to play
an active role in broader international dialogue onedfdctiveness, using its expertise
and track record to benefit other donors and partner countries alike.

From commitments to implementation: strong performance against key indicators

The Paris Declaration is a corporate priority for DFID: one of its deyesmtial

strategic objectives (DSOs) for 20@80 1 1 i s AnPari s Decl aration
i mpl emented and targets met corporately and i
down through the corporate performance framework, with individual offices requoired t

report internally on their performance against the Paris indicators regularly using ARIES

(see Chapter 4). All bilateral country assistance plans are expected to include an
assessment of aid effectiveness issues. DFID has also taken an active intdrest in

mul tilateral organi sat i on si6for pxampfeoprogreasace on a
towards Paris Declaration targets is included
key multilateral organisations. Dtebiltp 6 s dedi c e

Department develops internal policy guidance on aid effectiveness, supporting the
organisation in meeting its aid effectiveness targets.

By international standards, the UK performs well against the 12 Paris Declaration
indicators. Data from th2008 Survey on Monitoring the Paris Declaratisnggest that
by 2007 the UK had already met several of its targets for 2010, and is likely to meet other
targets by 2010T@ble 2 OECD, 2008c). Based on the survey findings, DFID has
identified indicators 37 and 12 (aid on budget, predictability and mutual accountability)
as priorities for 20040 (DFID, 2009j).

Much of the UKOG6s strong performance on aid
DFI Do6s approach to programmi ngralised medeli nher ent

enables it to mainstream the Paris principles significantly in its work at the country level,

though there was no evidence on the extent to which aid effectiveness principles are
emphasised in the man-agnagakfundip (forfexabdfe] cdibs cent
society challenge funds and funding to bEsed NGOs). Information is scarce on the
performance of other UK government departments and entities on aid effectiveness. It is

important that other government departments take steps toe impln t t he UK©6 s

commitments on aid effectiveness. DFID has taken a lead in training staff from other
government departments in aid effectiveness issues.
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The

UK®b s

wi ||

ngness

contributed to its strong er f or manc e
approach to direct budget support is discussed further below). Evidence on the degree of
understanding of and incentives for aid effectiveness across DFID is positive. A recent
pilot seltassesment of incentives for aid effectiveness within DFID pointed to its strong
internal communication on aid effectiveness issiiesncluding incorporating aid
effectiveness language in ttgvel policy documentsi and familiarity with aid
effectiveness conpés among advisory staff. Staff rotation was identified as a possible
challenge to supporting aid effectiveness, as was lack of public understanding of the
importance of aid effectiveness (DFID, 2009k).

to
against

| e a d* hasnin parh e

us e

the Pari s

Table 2. The UK's performance against the Paris Declaration indicators

Indicator 2005 (22 2007 (22 2007 (32 2010 target Comment
countries) countries} countries)}

3. Aid flows are aligned on national 45% 65% 58% 85% On track

priorities

4. Strengthen capacity byrdmated 56% 66% 48% 50% Target met or

support likely to be met]

5a. Use of country pdbiancial 78% 7% 66% (8099 Target met or

management systems likely to be met

5b. Use of country procurement sys 78% 68% 59% (8099 Decline since

2005

6. Avoid parallel implementation 37 18 45 14 On track

structees

7. Aid is more predictable 46% 60% 54% 73% On track

8. Aid is untied 100% 100% 100% 100% Fully untied

9. Use of common arrangements or 61% 71% 62% 66% Target met or

procedures likely to be met

10a. Joint missions 46% 61% 58% A% Target met

10b. Joint country analytic work 69% 69% 61% 66% Target met or
likely to be met|

1. The2006 Monitoring Survefor the UK is based on data from 22 countries reporting UK ODA in 2005 (out of a total of
33 countries surveyed) and covering 48%airatry programmed aid in 2005. TBB08 Monitoring Surveglata for the
UK are based on 2007 data from 32 countries (out of 55 countries surveyed), and cover 61% of country programmed aid.
For ease of comparison, 2007 data are presented in two columnf&rdh&a22 countries that participated in the first
round (left), and data for all 32 partner countries reporting UK ODA in the enlarged second round of the survey (right).

2. The 2010 targets for indicators 5a and 5b are indicative, and assume thatriytogements in the quality of partner
country public financial management and procurement systems support their increasing use by donors.

Source: OECD (2008c), p.132.

Supporting countryled approaches to development

DFI DO s i

nternal

g annirdy areferse explicitly toc ioternationaly

pl

agreements on aid effectiveness, and country offices are required to consider performance
against aid effectiveness targets in the design of country plans (DFID, 2008j). As part of

the country planning process, apt ner
development agenda and commitment to poverty reduction and attaining the MDGs are

15.

invol ves

government oO0s

fi

nanci

ng a

treasury,

includes both general and sector budget support.
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assessed through the Country Governance Assessment, the Fiduciary Risk Assessment
and other sources. These form the basis ofuatcgled approach to programming, with
country plans based on national poverty reduction strategies (PRSs) or similar medium
term planning framewor Kks. Al t hough final dec
plans are discussed at UK ministerial level, thiative autonomy of DFID country
offices in developing options and recommending strategies for a country plan allows
DFID to enter into a meaningful dialogue with partner country governments and to align
programmes to national and soational priorities This is appreciated by partner
countries. Although intended to strengthen the country planning process, there is however
a risk that the increased emphasis on analytical wookken conducted within a tight
timeframei could lead DFID to work less withther donors in its analysis and planning
processes.

Significant delegation of authority to the country office level enables DFID to be
flexible and responsive in adapting to changing country circumstances and needs during a
country planning cycle. In ensng that this approach to alignment is sustainable, the UK
will need to keep aggregate sector and thematic spending targets at manageable levels
(see Chapter 3). The emergence of coulgdydivision of labour exerciséswhich could
result in DFID beingasked to diversify away from its traditional sectors of fdcesuld
also be an important external factor in this regard.

The UKO s approach to conditionality al so
development priorities. Three key partnership principlasermr pi n DFI Dds condi ti
namely a shared commitment to:

1 poverty reduction and the MDGs;
1 respecting human rights and other international obligations; and

1 strengthening financial management and accountability, and reducing the risk of
funds being misuskthrough weak administration or corruption (DFID, 2005).

In essence, this approach means that DFID provides assistance to partner countries in
implementing their own development strategies where the commitment to do so is sound,
and such strategies suppgroverty reduction and the achievement of the MDGs.
Guidance on the use of conditionality states that any conditions need to be owned by the
partner country government, and limits the use of policy conditionality. In countries in
which adherence to its giaership principles are perceived to be weak, DFID offices are
guided in the use of alternative approaches designed to support alighmesihadow
alignment This could include working through NGOs or the UN development system, or
through communitdriven development instruments.

In assessing adherence to its partnership principles, DFID establishes benchmarks
against which performance is reviewed with the partner country government, usually on
an annual basis. It stresses that benchmarks are not equival policy conditions;
instead they are a means of gauging adherence to its partnership principles. In practice,
DFI D ensures t hat such benchmar ks ar e groun
monitoring framework. In countries such as Mozambique and Rw&f® derives its
benchmarks from national performance assessment frameworks (PAFs) grounded in the
count ry éterm degetbpmem strategy, and used by several donors as a basis for
convergence towards common conditionality and dialogue around [suguyeirt.
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Al t hough t he UKOG s partnershinp principles i
transparency around its approach to conditionality, there is no explicit link between
performance benchmarks and conditions (which affect aid allocations and
disbursemenjs This means that the UK could improve further against the Accra
commi t ment to Aregularly make public all con
para. 25b). Although DFID stresses that its benchmarks are not conditions, in some
instances poor performem against benchmarks has been used as the basis for reducing
budget support

The UK continues to maintain a degree of unilateral discretion in its interpretation of
partnership principles as it engages in decisaking around budget support in

particua r . This is noted by the National Audi t Of
seldom define examples or criteria for the types of circumstances which would constitute
a breach of t he partnershinp commi t ments. [

expectatns are in different country circumstances is important to guide actions when

di fficult situations arise and to make DFI DO0s
(NAO, 2008a). This is a particular challenge for human rights issues. DFID has since

issued guidance to country offices on the implementation of its conditionality policy, and

on assessing and monitoring human rights (DFID, 2009I, 20090). Further efforts to

increase transparency will be important as DFID implements the Accra commitments on
conditionality.

Positive efforts to strengthen and use country systems

In addition to supporting alignment to the sectoral and thematic priorities of partner
country government s, DFI Dés policies, procedu
for alignment with partner country implementation systems. This is highlighted by a
recent survey in which 72% of regional and country office staff reported that they are
encouraged to use country procurement and financial management systems (DFID,
2009Kk).

DFID ackrowledges the importance of both strengthening and using partner country
systems in delivering aid. In 2007, approximately -thviods of UK ODA made use of
partner country public financial management (PFM) and procurement systems (OECD,
2008c). Most of thimssistance (49% of aid to surveyed countries) took the form of direct
budget support. Globally, DFID provided GBP 647.7 million (USD 1.1 billion) in budget
support to 13 partner countries in 2008/09, representing 27% of the total DFID bilateral
programme Direct budget support implies use of country public financial management
and procurement systems, increases the coverage of aid in both partner country budgets
and accounts, and reduces the scope for parallel project implementation units and poorly
co-ordinated interventions often associated with stalwhe projects. In common with
other donors, demonstrating further progress against aid effectiveness indicators for its
projectbased aid is more challengindFID could make further progress in this area.

Evidence also suggests that DFID continues to play an active role in supporting the
strengthening of partner country systems in areas including but not limited to public
financial management, procurement and national statistics. Survey data from DFID
courtry offices show that those offices providing budget support are also more likely to

16. In Tanzania for example, DFID withheld the variable tranche of its budget support in 2009, citing poor
performance against benchmarks as a breach of conditiori2fiitip( 2009d).
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provide support for reforming a countrybds pul
2008a). Such support to country systems typically involves targeted technical assistance

often to support a countryo6s own programme O
planning, budgeting, accounting and procurement processes, the review team identified

examples of broader work on country systems being supported by DFID (for example,

domestic revenue mobilisation in RwandaChapter 6).

DFI Dos status as an international | eader C
domestically and by partner countries, who afg
budget support. Key domestic stakeholdersluding the National Audit Office and the
crossparty I nternational Devel opment Commi ttee,

approach to direct budget support, provided that certain conditions are satisfied (NAO

2008a; House of Commons, 2008). Some stdken® have expressed concern that
increasing use of direct budget support s hou
spending a rising aid budget (House of Commons, 2008). While DFID may see the

pressure to reduce its administrative budget as an oppgrtonitely increasingly on
Aupstreamd modal ities such as budget support
depend on DFIDG6s ability to sustain the qual:@
(Thornton and Cox, 2008). The move towards budget st@pal the accompanying

upstreaming of dialogue may reduce exposure to-feeldl issues and realitya concern

flagged by other donors in Rwanda.

Continued efforts to strengthen the monitoring of results in the context of direct
budget support, and irssessing and communicating the added value of budget support
over other aid modalities, wildl be i mportant
budget support operation. Such efforts will also play a role in sustaining support for the
UK 6 s u s mer couhntry pyatents more broadlywhether through budget support or
other modalities. For example, recent discussions of the Committee on Public Accounts,
prompted by a report on aid to Malawi by the National Audit Office, highlight concerns
over how DFIDmonitors results and assesses value for money in its reliance on partner
government systems (NAO, 2009c; House of Commons, 2010). Further efforts to
improve transparency around conditionality i ncl udi ng DFI DO s pl ans
conditions in April 2010will, as discussed above, be particularly important in improving
the predictability of budget support.

Harmonisation through flexibility and leadership

DFID actively seeks opportunities to harmonise andrdinate with other donors4n
country. This is suppted by conducive policies and guidance to country offices that
allow significant flexibility in working with other donors. Delegated authority to country
offices also plays an important role in enabling DFID to adapt its approaches to different
partner cantry aid environments, while other donors may remain more constrained by
decisionmaking processes at headquarters level.

DFID guidance on country planning encourages country offices to develop country
assistance plans in partnership with other donorseMeasible. It has also played a lead
role in supporting joint partner countdpnor initiatives such as the development of joint
assistance strategies (for example, in Tanzania, Zambia and Uganda). Where joint results
frameworks are in place, DFID alseeks to rely on these as a basis for harmonising its
dialogue on budget support with other donors. The degree of flexibility given to DFID
country offices in relation to other donors and the capacity of DFID country offices
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compared with that of some othdonors at the country level means that DFID often
assumes a leadership role in joint approaches to programming and implementation.

At the sector level, Hrtountry advisory capacities have enabled DFID to play a lead
role in some areas. For example, thg kale played by DFID in Rwanda to support the
development of a sectaride approach was noted and appreciated. This saw DFID
leading the dialogue with the Ministry of Educatibon behalf of other donors active in
the sectoii on key education policy ises and supporting the development of a sound
sector strategy and medium term expenditure
supporting Rwanda to mobilise additional resources through the Education for All Fast
Track Initiative was also commended (Annex D

DFID is often involved in silent partnerships or similar arrangements for delegated
co-operation with other donors at the country level. This involves both managing co
operation arrangements on behalf of other donors, and also delegating to otheaddnors
acting as a silent partner. This approach is positive, and DFID does not appear to have
concerns about lack of visibility at the country level. However, its relatively strong sector
advisory capacities in country offices do mean that DFID often @agsdership role.
Although few partner countries have to date approached the issueamiritry division
of labour with the degree of leadership foreseen bysihed Practice Principle§OECD,
2009a), there may nevertheless be scope for DFID to be mlectige in its engagement
at the country level, or to increase delegation to other donors in some ,Sadiaeswith
the EU code of conduct on complementarity and division of labauits discussions
with other donors in Rwanda, the peer review teated that DFID could communicate
more clearly its rationale for entering new sectors ebperation, and for phasing out
support to others. This impression is echoed in the findings of the first phase of the Paris
Declaration Evaluation, which notes thoaith internal factors (the pressure to meet sector
spending targets) and external factors (pressure from partner countries to remain engaged
in a number of sectors) may | imit DFID6s abil
in which it has cleareramparative advantage (Thornton and Cox, 2008).

Adding to its commendable efforts in partnering with other bilateral donors, DFID
also places significant emphasis on working with and through multilateral organisations
at the country level, consistent witls strong focus on improving the effectiveness of the
multilateral partners. Participation in joint projects and programmes and in trust funds,
and its approach to funding the UN development system through pooled funds at the
country level (Chapter 3), apwsitive examples.

DFID has seized additional opportunities for collaboration by seconding staff to other
donor organisations and pooling some of its human resource capacities with other donors
strategically. Building on such successes would support misatmn and could assist
DFID in maintaining adequate advisory capacities in country as it seeks to reduce its
administrative costs. For example, in Rwanda DFID staff secondments to the EC
Delegation and World Bank office have helped to strengthen cigsaéitr economic
anal ysis and rur al devel opment respectively.
Netherlands Embassy in Rwanda has strengthenegearation on budget support issues,
while drawing on the expertise of an Energy Specialist based wiliifNetherlands
Embassy has also given DFID access to importa
work on climate change.
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Making aid more predictable

Although the UK has identified the need to make further progress against Paris
Declaration indicator7 (in-year predictabilityi Table 2 above), challenges in the
measurement of this proxy for predictability explain at least partly the gap highlighted by
the indicatort’ There is no specific evidence to suggest that the UK faces significant
challenges in élivering against its sheterm commitments. Stakeholders interviewed in
both India and Rwanda felt that DFID performed well otyear predictability, and this
view was also echoed in discussions with some multilateral organisations, who appreciate
thei mel i ness of DFIDOG6s di sbursements.

The UK was very supportive of the AAA commitment for donors to provide details of
forward expenditure and/or implementation plans over a three tydimerolling period
in a manner that is helpful to partner countiiegheir planning processes. DFID has
since taken clear steps to implement this commitment. It has instructed its offices in
countries covered by the Public Service Agreement to give rolling-yfeaeresource
indications where it provides resources thlylougovernment. This sedet of countries
accounted for 76 per cent of DFI Déds tot al C (
2008/09 (DFID, 2009n). DFID should build further on its efforts by providing this
information in all of its programme countries. OthdK government departments
delivering aid should also follow DFID in implementing this commitment.

DFID has been particularly innovative in paving the way for increased predictability
in some of its partner countries through the use ofyéam DevelopmeanPartnership
Arrangements (DPASs). These arrangeméndgveloped as memoranda of understanding
and not legally bindin@ set out the annual volume of aid that DFID expects to allocate to
a partner country over a tgiear period. In Rwanda, which enteredoi a 18year DPA
with the UK in 2006, senior government officials emphasised the importance and
uniqueness of this approach. They felt that it not only supports me&dimmmplanning,
but that it also benefits the bilateral partnership and dialogue vetikhby signalling a
certain degree of trust. To date, the UK has limited its use efdan DPAs to nine
countries in which it sees bilateral-operation to be particularly important over the
medium to longerm. In common with donors, the degree to alihsuch instruments
offer a firm and credible commitment of future aid is limited by the domestic resource
allocation process i n t he UKb6 s -yea menrolling Gomprehensive e
Spending Review.

Existing and emerging challenges to aid effectivengs

Al t hough the peer review team emphasises t
performance on aid effectiveness, it also notes that DFID will need to continue
responding to existing and new challenges. Many of these relate to the more qualitative
aspects baid effectiveness that are not necessarily reflected in existing performance
indicator s. For exampl e -to-ghvémmerd dilatdrab eou s on go
operation may have played a role in limiting political space and the scope for partnerships
with civil society (Thornton and Cox, 2008). Although DFID recognises the need to

17. Indicator 7 is a proxy foriy ear predictability, which considers
di sbursements for a specific year are reflected i
Performance against this icdtor thus depends in part on the reliability and coverage of partner country
systems for capturing aid flows.
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broaden countdevel policy dialogue on development, in line with the AAA, it now
needs to develop a strategic approach to implementing these commitments.

In order to strengthenodhestic accountability channels in partner countries, DFID is
committed to allocating an amount equivalent to at least 5% of budget support funds to
non-state actors in budget supporuotries. While this is encouraging, clear strategies
will be importart as DFID implements this commitment. Support to and dialogue with
civil society in partner countries can be resodntensive, and there is a risk that
downward pressures on administrative bud@etsd in turn staffing levels could limit
DF | D0 sy toadéveldpiartd nurture partnerships with civil society in partner countries.
In Rwanda, civil society stakeholders identified positive instances of DFID supporting
broader ownership. For example, it has used its dialogue with government to advocate for
the increased participation of civil society and parliamentarians in joint fora and
mechanisms that have traditionally been dominated by goverdmgovernment
dialogue.

The increasing focus on fragile states in the fourth white paper is an opportunity fo
the UK to deepen its commitment to aid effectiveness, especially the AAA commitments
on fragile states and therinciples for Good International Engagement in Fragile States
and Situations(OECD, 2007). As DFID collaborates increasingly with other UK
government departments in its work on conflict and fragility (Chapter 2), it should
consider how its capacities and track record on aid effectiveness issues can be shared with
other government departments responsible for delivering UK ODA in these contexts.
Placing staff skilled and experienced in aid effectiveness issues in these countries will
enhance the high quality dialogue and partnerships with other donors that are positive
features of DFIDb6s approach in other countrie

Future considerations

1 DFID shoull sustain its engagement in letggm and inclusive international
dialogue on aid effectiveness. Its strong track record on aid effectiveness means that
DFID is well placed to share its tools and approaches with other donors, supporting
the broader implenmgation of aid effectiveness commitments.

T DFI D6s ef f ort s-tetmopredictapilipyare positme. dd fullyrmmeet its
AAA commitments on mediuserm predictability, the UK should provide
information on its threeto five-year forward expenditurend/or implementation
plans in all of the developing countries to which it provides aid. This should also
include aid delivered by UK government departments other than DFID.

1 The UK should further improve the extent to which it makes public all conditions
linked to its aid disbursements, particularly with respect to governance and political
issues. Continued efforts to harmonise conditions with other donors are also
encouraged.

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010






DAC PEER REVIEW OF THE UNED KINGDOM i 81

Chapter 6

Speciall ssues

Capacity development

Strategic orientations

ACapaevelyompiment 6 i s understood as the proce:
and society as a whole unleash, strengthen, create, adapt and maintain capacity over time
(OECD, 2006b). In contrast with a historical focus on the individual and on skills,
capacity isnow seen to refer more broadly to the ability of people, organisations and
societies to manage their affairs. The development of capacity is an endogenous process
driven and shaped by individual, organisational and societal factors.

In common with othera@nor s, the UKOGs approach to cape
evolved over time from emphasising training and skills in the 1960s artdtA@syugh an
increasing focus on organisations in the 1980s, towards a broader understanding of the
institutional and societalhallenges to sustainable development today. This understanding
was set out in a note prepared by DFID6s Gove
the need for an increasingly strategic approach to capacity development, situating
interventions in ways thdink individual, organisational and institutional change, and the
implications of this for the existing approach to technical assistance (DFID 2002).

Neither the UK government nor DFID have articulated a clear or explicit vision of
what capacity developmeis, or its implications for development-operation, although
the UKO&és devel opment policies nevertheless ad
strategic manner . The UKO6s third white paper
capacity in the cane x t of state capability and accoun
improvements in living conditions for large numbers of people, the capacity and
accountability of public institutions needs t
paper sets out the portance of state institutions and their capacities for sustainable
poverty reduction, and emphasises the role of the UK developmeapecation
programme in supporting them. The fourth white paper on international development then
builds on this, by consder i ng more explicitly the UKG6s ap
and conflictaffected settings (DFID, 2009a).

18. DFI D6s =earliest pr edeces s oroperatioh, avas Bet p@ in 196 asta f or
government ministry in its own right and wighfocus on technical expertise at a time when the Treasury
still retained control of capital projects.
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As a strong advocate of the international aid effectiveness agenda (Chapter 5), DFID
has recognised the importance of tailoring support to dypdevelopment to differing
country contexts, and is supportive of the Paris and Accra commitments to ensure better
co-ordinated, demandriven support for capacity development, as well as the continued
strengthening of partner country systems.

Capacity deelopment in practice

Mainstreaming capacity development in the organisation and its programme

Rather than seeing capacity development as a functional or thematic area in its own
right, DFID approaches capacity development as a theme cutting acrosltgpdeant
co-operation programme. This is also evident in the way in which the UK government has
discussed capacity in the context of state capability in recent years. Internal dialogue and
thinking around capacity development issues tend to be centredrinD6s di fferent
professional cadres, with all key sector agendas (for example, water, education and
health) playing a role in developing, sharing and internalising good practice on capacity
and institutional development for their seespecific challengesHowever, the absence

of an internal di scourse on capacity developn
may hinder DFI Dés ability to disseminate cap
and themes.

The Governance Group plays an important rolefhiIiDD6 s wor k on br oader
state capability. In it®Policy on Governance, Development and Democratic Pqlitics
DFID emphasises the importance of coufény approaches for achieving sustainable

change: Al nitiatives n e e dunddrroine, kthee cagabikty, gned t o

accountability and responsiveness of the state. We have learned that the-leauntry

mo d e | is the most appropriate... o (DFI D, 2007

development contextincluding the societal, political drinstitutional context has been

central to DFIDOG6s way of working since the pu
At the country | evel, the key tool for i m

responsiveness to such factors is the Country Governance msseE€GA). The core
objective of the CGA is to inf odeguisiikFol D6s ai d
the preparation of a country assistance pl an.
capability, a number of relevant issues are exploredjdived) partner country capabilities

for economic and social policy management; government effectiveness and service

delivery; revenue mobilisation and PFM; alongside broader questions on the political and

institutional context (DFID, 2008h).

Political econamy analysis has also been an important tool for DFID in approaching
capacity issues. Since 2003, its Drivers of Change framework has formalised its political
economy approach to understand incentives for change over the short, medium and long
term. This ha since been integrated into more recent internal guidance on political
economy analysiBox 12.

DFI Dés wor k on both <capacity devel opment a
challenges in balancing high quality research for domestic purposes and ad pufibba
good, and developing capacity f Baesearchesear ch
Strategy 2002013ai ms t o fAuse research not only to i mp
available to our partners across the world, but also to strengthen our osioreaind to

make sure that they are based on sound eviden

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010



DAC PEER REVIEW OF THE UNITED KINGDOM 83

strategy intends to develop new knowledge to help shape policies, it also puts a clear

emphasis on strengthening devesahdoupeirasearclcount rri e

capacity:

AOur own research programmes will pay mor e

research capabilities of developing country researchers. We will also help more in
strengthening African research organisations, by supporting regiamganizations
and research initiatives, including their work to detect future regional development

chall enges. We wil|l al so support southern

programmes, through networking and taking part in regional capacity Ingitali

DFID should continue this capacity development trend, which is important for
improving coherence between its research and development policies.

Box 12. DFID's Drivers of Change Framework

Structural —
[ s } L Institutions J L Agents J

In identifying drivers of change over the short, medium amd-term, DFID considers the dynamic interaction among the t
sets of factors represented above:

1 Structuresi long-term contextual factors, often difficult to influence.
I Institutions 1 formal (rules, laws) or informal (political, social and culturalmsy.

T Agentsi internal and external actors (political leaders, civil servants, businesses, CSOs etc).

Reviews of the use of this approach by DFID country offices have pointed to the benefits of the Drivers of Change
improving country strategies dnprogrammes, for example by challenging previous ways of thinking, supporting d
awareness of risks, and enhancingauntry dialogue.

Guidance on sectdevel and problerspecific approaches to political economy analysis complement the DriversanQ€
approach and help DFID offices to better translate the findings of political economy analysis into operational recommern

Source DFID (2009g).

Designing capacity development interventions

Al t hough DFI D6s appr oac Henges at henadwntrydeteh ndi n g

is relatively well embedded in the analytic approaches described above, this approach to
capacity assessment does not always cascade to the level of the individual programme or

project. This may hinder the impact and sustainabit y o f DFI Dé6s support

developmeni a concern shared by a report on the first phase of the evaluation of the
Paris Declaration (Thornton and Cox, 2008). Prescriptive guidance to country offices sets

out DFI Db&6s st andar ahd theredsj specific guidgncel oe comtractind et a i |

and managing technical -@peration personnel, but this approach tends to assume that
recruiting technical coperation personnel is a relatively standard response to capacity
development challenges (DFID, &). The UK does not at present give explicit
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consideration to how activities other than technicabperation can support capacity
development (for example, partnerships with other parts of the UK government,
scholarships and other development opporiesjit It could map these more clearly as a
basis for developing a more strategic approach to capacity issues.

An evaluation of DFIBsupported technical eoperation in sulBaharan Africa,
focusing on four country cases, made a number of important findamys
recommendations: (i) the need for more rigorous and systematic approaches to assessing
context in the design of capacity development interventions; (ii) although technical co
operation can be highly effective in a range of contexts, this effectiveloess not
necessarily relate to capacity development; and (iii) the lack of civil service reform in
partner countries is the most significant barrier to capacity development in most of the
cases studied (Oxford Policy Management, 2006).

In its discussions ith partner country stakeholders in both India and Rwanda, the
peer review team noted that the strategic approach in designing capacity development
interventions supported by DFID varied in both quality and extent. It is likely that the
quality of dialoguewith individuals in DFID country offices has an important impact on
capacity development outcomes. Where it has been most strategic, DFID has provided
long-term support, often with a focus on strengthening systems and tools. This was the
case, for example f or DFI Dés support to the Rwanda |
strategic and sustained engagement with the institution over a ten year period was seen to

be critical to Rwandabés economic recovery and

financial aidi7 much of which is provided as budget suppbrat a time when the

Government of Rwandadés capacity to mobilise d
I n ot her cases, DF | D éperatiarp has pedhaph beéndesst e c hni ¢

strategic and less cleaflgcused o developing sustainable capacities. For example, in

India the peer review team met with two government institutions that expressed
appreciation for the work of DFHunded technical coperation personnel in the areas

of planning and procurement. Howeverf noted the risks that a fge
technical ceoperation might pose in terms of londerm sustainability, possibly

underminingi rather than strengtheninig country systems. In Rwanda, some other

donors felt that DFID can be too quidk offer shorterm technical ceperation

personnel to government to accelerate implementation or fill gaps, and that the benefits of

such assistance for capacity development are less evident.

To dat e, DFI D6s approach t asfosused fargelyton ng c ap ac
the government sector, though it will now seek to expand its emphasis estat®n
stakeholders, such as civil society and oversight institutions, as called for in the fourth
white paper.

Managing technical c@peration

DF I D6 s | guidanae om @moviding technical -aperation personnel reflects its
approach to development -operation in general and aid effectiveness issues in
particulari in the procurement and management of technicadpavation services. It
emphasises, for axple, the need to avoid contradictions with its conditionality policy
by emphasising partner country leadership over policy decisions. Unlike some bilateral
donor s, DF | D-®perationeis tully iutied|l (as ésahe rest of its bilateral
portfolio), and it encourages the procurement of services locally where appropriate. It
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tries to ceordinate its support with other donors, at times pooling resources for providing
technical ceoperation.

DFI D6s guidance encourages tehtesystanssen o f part
sourcing technical coperation expertise, though like many other donors it also
recognises some of the legitimate challenges that this may pose, particularly where local
procurement capacities are weak, or where local systems make thgoisebrud
contracting of t he most appropriate experti s
aligning with national systems is encouraged, it will be important that decisions on
sourcing and managing technicatep er at i on conti nue needs, be gui de
and that country offices retain the capacity to provide adequate supmdrich can
involve high transaction costs to partners in managing technical-gperation and
broader capacity development interventions.

Environment and climate change

Climate change: a new strategic priority with a strong legal and institutional
framework

The UK is strongly committed to the climate change agenda, driven from the highest
l evel s of government . This was illustrated b
international efforts on climate change in July 2009 and his strong leadership in preparing
for the December 2009 Copenhagen Summit. The prominence of the climate change
agenda is reflected by the adoption by parliament in November 2008 of both the Energy
ard the Climate Change Acts. The lattempdated in March 2000 provides the UK with
a legally binding longerm framework for cutting carbon dioxide emissions. It also
creates a framework for enhancing the UK's ability to adapt to climate change.

In 20@8, the UK created the Department for Energy and Climate Change (DECC) to

coordinate the governmentds response in these
agreement (PSA) on climate change when setting the PSAs for22008 PSA 2%&ets
outacoprehensive vision for the UK&s internati

climate change (HMG, 2007b). It also sets clear indicators and expected outcomes for
both mitigation and adaptation, and cleadlglineates the roles and responsibilities of
relevant UK departments, including thB®epartment of Business, Enterprise and
Regulatory Reformthe FCO and DFID (Chapter 2).

Within this framework, DFID should contribute to the international mitigation effort
by enabling lowcarbon development in developingountries and assisting the
multilateral development banks to put in place clean energy investment frameworks and
to screen all development investments for climate risks. DFID should also contribute to
the UKO6s positions on ticnrAb regardsnadaptatien, BFIDand on d
should help build adaptive capacity in developing countries as part of national planning
processes, in particular through the effective incorporation of disaster risk reduction
approaches into policy and planning. TheseAPSr e qui r ement s cascade i
Departmental Strategic Objective 2 gromoting climate change mitigation and
adaptation measures and ensuring environmental sustainability

The emphasis on climate change is reinforced in the 2009 white Rhpénating
World Poverty: Building a Common Futu(eFID, 2009a). The UK sees climate change
as one of the key challenges faced by developing countries and the white paper identifies
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climate change as one of the four priority areas for its developmeaperation
programme to target. It sets three directions: (i) working towards an ambitious and fair
deal from the Copenhagen process; (ii) supporting mitigation/low carbon development;
and (iii) building resilience and supporting adaptation to climate change inodangl
countries.

A lead role in the international community

The UK plays an influential role in the international debate on environment and
climate change and the UK government is actively engaged in EU and international
negotiating fora to promote itssvi on. The UKGs approach to inter
climate change was set out in tRead to Copenhagemvhich made a prdevelopment
case for an ambitious and fair international agreement (HMG, 2009a). Despite the limited
results of the Copenhagenesting, the UK is now actively involved in efforts to
implement and build on the Copenhagen Accord working towards a ldgadiing UN
Convention, and is striving to keep up international momentum for action until the next
major climate change forum in Mieo in December 2010. DFID is also actively involved
in many technical fora. It currently ahairs the DAC Network on Environment and
Development Caperation (ENVIRONET). It previously echaired the work on
strategic environmental assessment (SEA) hasl demonstrated strong leadership in
applying SEA™ It was also actively involved in developing the DRGlicy Guidance on
Integrating Climate Change Adaptation into Developmenb@eration DFID is also an
active member of theoard of the internation&limate Change Adaptation Fund.

The UK plays a significant role in international thinking on climate change financing
and its international architecture. In July 2009 the Prime Minister called for developed
and developing countries to work together tovie around USD 100 billion a year by
2020 to help developing countries address climate changee UK promotes the
Afadditionalityo ofiinother wmoeds, & urgedithah ajreate financel i n g
should be new and additional and should not ridiveoney from existing ODA
commitments. The UK has therefore committed to providing additional finance for
climate change activities above its existing ODA commitments. Once the UK reaches the
0.7% ODA/GNI target it will provide additional climate finanoe top of this. The UK
also advocates, for itself and for others, placing a limit of 10% on the amount of ODA
spent specifically on climate change activities; any additional funds should not be
reported as ODA. However, the UK has since informed the pemiiew team that it
recognises that some or all of this additional funding thainigop ofexisting ODA
commitments may fall within the internationally agreed ODA definition, and may
therefore be reported as ODA.hi s adj ust ment | mportamt@sitUKG6S posi
signals its commitment to support the integrity of the internatiomaiheed ODA
definition, alongside its commendable desire to promote the additionality of climate
change funding.

19. As an illustration, the UK has played a pivotal role in developing a document E&lkedn Ractice in
Development Geoperation: A Review oRecentExperiencesThe DAC SEA Task Team will publish
this report in 2010.

20. As well as emphasising the need for additional climate change futhdingk sees this 10% ceiling as a
way of avoiding diverting ODAalready been promised for poverty reductiowards activities that have
less impact on poverty reduction.
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Operational approaches to environment and climate change

Beyond the specific issue of climate change, DFID sees environmental protection as
critical for reducing poverty. Its approach to the environment is outlined in a policy
published in 2006 (DFID, 2006d). It is centred on MDG 7 on the environment and
includes three dimensions: (i) making a direct contribution to better environmental
management; (i) tackling underlying institutional challenges; and (iii) managing
environment al ri sks. The policyds key oper
environment; aligningto countrydriven processes; harmonising with other partners;
improving capacity for environmental management domestically and in the international
arena; and managingnvironmental knowledgeDFID worksboth at country level and
through partnerships imeationally to support better environmental management and
help developing country partners build sustainable growth strafégREID also
supports projects focused on environmental issues.

DFID strives to integrate the principles of sustainable developmeross a broad
range of its sector work (such as governance, conflict prevention and sustainable growth)
including addressing environmental objectives in the context of budget support.
Environmental screening is part of the DFID logical framework amdaigdatory for all
programmes of more than GBP 1 million. Following a review which showed uneven
results (DFID, 2006e), DFID has now provided clearer guidance to ensure more rigorous
implementation of environmental screening and strategic environmenéssamemnt, in
line with OECD/DAC guidance (OECD, 2006c¢). It includes screening of general and
sector budget support, linking support with an assessment of how government policies
address environmental management for sustainable poverty reduction. Envianment
screening requirements are now integrated into the BW2 ARIES workflow. An
increased focus is put on disaster risk reduction, with the 2009 white paper committing
the UK to allocate 10% of any natural disaster response for prevention and pregparedne
DFID should monitor the outcomes of these positive steps.

DFID needs a more systematic and strategic approach to developing environmental
capacities within partner countri¢ssan oper ating principle of DF I
environment. This does njtst include capacity in environment ministries and agencies,
but also in key economic sectors, central ministries of planning and finance and-the non
governmental and private sectors. The OECD has established a Task Team on
Governance and Capacity Devehoent for Environment and Natural Resource
Management. This task team is currently developi@ualance Document on Capacity
Development for Environmetttat looks at both what can be done by donorsoumtry
and also what can be done by donors with&irtbwn agencies to enhance their capacity
for environment and natur al resour ce manage
experience could be a valuable contribution to this work.

Climate change operations are still at an early stage, although key stepsebave b
taken. DFID has developed an implementation plan which was approved by ministers in
May 2008 (DFID, 2008e). It is now undertaking a pilot exercise with nine partner
countries to integrate climate change into the programme and help partner countries

21 In November 200DFID also issued an internal environmental operations policy. This policy describes
thedepart ment 6 s appre & abperitisnal mral suppmpit actiyitisslineavith the UK
sustainable development strategy launched in 2088policy applies to the management of operational
and support activities at all DFID offices. All DFID staff and any contractors working fatejhertment

are expected to follow its prindgs
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dewelop their national strategies. As part of this pilot, DFID India has developed a matrix
on climate change mainstreaming within its programmes. And in 2010 DFID India and
DFID Rwanda programmes will undergo a Climate Change Strategic Programme Review
of its programme in light of projected climate risks and impacts which will inform
planning processes. DFID India seems well advanced in integrating climate change into
its programming, both through special projects and through mainstreaming climate
change intoongoing and planned projects. In 2007 it had already carried out a climate
risk screening and assessment of its programme. However, the peer review team noted
during visits to these two countries that work done relied to a great extent on the initiative
of the country offices. So far there is no precise corporate guidance nor prescriptive tools
on mainstreaming climate change. DFID is now starting to develop a climate change
mainstreaming approach. In the coming years DFID should incorporate climate change
and disaster risks into its environmental screening. More broadly, DFID should ensure
that adaptation to the adverse effects of climate change and opportunities for low carbon
growth are further integrated into development policies, plans and programndegg

so, DFID could make good use of experience and lessons from DFID India.

The UK increasingly includes climate change in its policy dialogue with partner
countries, as was seen in India and Rwanda. In Rwanda, dsDeen working directly
with thegovernment on climate change issues since 2008. It has commissioned a study on
the economics of climate change in Rwanda, as part of a wider regionaf’stindyfinal
report was published in November 2009 and was seen as instrumental in helping the
govenment to develop its new strategy on climate changewhi | e DFI1 D6 s
highly appreciated by the Rwandan government, the Indian government seems less
appreciative of UK involvement in this area (which it sees asdu¥en) and key
programmes are dtito be approved (Annex D). The UK will need to be careful in
balancing what is seen now as a key stream of its developmeipiecation programme
with expectations from its development partners. In partner countries, it will also need to
ensure that its ppgrammatic support for climate change fits into the wider division of
labour.

Although DFID continues to work on environmental issues, there is a risk that the
shift of interest towards climate change reduces attention to other key environmental
topics hat affect livelihoods, such as desertification and soil erosion, and chemicals
management. As detailed below, capacity dedicated to climate change is being
dramatically strengthened, including through redefining profiles, and funding allocated to
this subsector is increasing. DFID will need to maintain appropriate attention and
resources for the broader environment, building on its positive work on sustainable
development, including water and sanitation, and strategically selecting key issues where

suppo

itcanadd val ue. I n calling forgre@nerrgowidt i hlge econo

2009 white paper also invites DFID to maintain this attention. Equally, as for other

donors, the UK6s approach to climate change r

focus of its aid programme. The UK should ensure that efforts for achieving the MDGs
are not given less priority or delayed until climate change is dealt with and partner
countries have shifted to a low carbon path, and that it approaches climate chaags i

that help alleviate poverty. The UK is aware of this risk and its approach to the
additionality of funding to climate change is a positive signal.

22.

The UKhas funded a number of regionabaomics oftlimate tangestudies which explore alternative

mitigation scenariofor key countries and developing regions, and the costs and benefit of adaptation
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Increased capacities and innovative cregevernment work

DFID has increased its capacity to engagthis area, both in terms of staff numbers
and adjusted skills through training. The Climate and Environment Advisory Cadre now
has 40 environment advisers (compared with 22 in 2007), 36 of whom are also accredited
climate change advisens. particular, 1 posts for climate change advisors in country
of fices have been <created, their costs bein
Directorate and the country offices. DFID has also developdihenraining courses on
climate change since early 2009. It gisovides sessions on climate change during DFID
staff regional retreats and has created a network of climate champions to raise awareness
within the department. DFID is committed to building awareness on climate change
amongst the broader UK public andgages with a wide range of stakeholders
(businesses, CSOs) and networks for this purpose.

While the profile of the Climate and Environment Group as a whole has been raised,
its growth has been clearly driven by climate change, with three of the six teams
dedicated to climate change issusgy covering both climate change and environment
and one dedicated to environmeiithere is also a climatehangeand environment
researcht eam in DFID6s Research and Evidence Div
enough ¢chnical capacity to engage in other environmental areas crucial to the MDGs.

Within the PSA framework, the UK takes innovative approaches to working both in
house and across the UK government in London and at the country level, as illustrated by
the esthlishment of a joint unit on climate change in Delhi (Box 13). A lot of joint policy
work is done at every level. For instance, in Rwanda DFID has workpdrinership
with the FCO and the DECC to provide technical input and information to the
governmentin the lead up to Copenhagen. In London the key UK departments have
worked closely to prepare the UK positions in international negotiations on climate
change. DFIDalso makes strategic use of various sources to develop knowledge, building
close links betwen its internal climate change research capacity (which will receive at
least GBP 100 million over the next five years), other UK research institutes and country
programmes. In particular, it has developed a climate change research programme and is
settirg up a UK climate and development knowledge network. These interactions are
valuable in providing high quality expertise and sound knowledge at a time when partner
countries are assessing the risks and vulnerabilities associated with climate change and
aredesigning their climate change strategies.

Financing and monitoring

The UK6s financi al support -operationthasbahn vi r on me i
a multilateral and a bilateral component . On
funding will go to the Climate Investment Funds administered by the World Bank (GBP
800 million between 2008 and 2011). In 2008, DFID also provided GBP 6 million to the
United Nations Environment Programme (UNEP) to support MDG 7. It has also
committed GBP 15 million tathe multilateral banks to support the Clean Energy
Investment Framework and GBP 20 million to the UN adaptation funds, as well as GBP
50 million to the Congo Basin Forest Fund and GBP 15 million to the Forest Carbon
Partnership Facility.
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Box 13. India: the joint working unit on climate change and energy

In mid-2008, the UK High Commission and DFID country office in Delhi decided to merge their respective climate chan
into a crosggovernment Climate Change and Energy Unit (CCEU) to enhancenjoiking across government. The unit wor
with a wide range of Indian partners to deliver tangible progress on: (i) a credible, fair and ambitious global agree
climate change; (i) accelerated investment in-tmxbon growth; and (iii) increased tence of the poor to the impact ¢
climate change.

The CCEU brings together staff and funding from the FCO, DFID, DECC and DEFRA. It has 15 staff in Delhi and four,
regions. Funding comes mostly from the FCO, the rest (and office support) bevdepgrby DFID. The head of the unit workg
part time for the FCO and part time for DFID. Programme resources are pooled. They include FCO strategic programme|
support the policy level dialogue, DFID funding on climate change activities (some GBR®Iit8), and funding for research
activities from DECC. The unit has developegomt business planning process which is shared with the four departm)
involved. Itis focused on: (i) supporting a credible, fair and ambitious global agreement oteatinzenge; (ii) accelerating
investment in lowcarbon growth; and (iii) increasing resilience of the poor to the impact of climate change.

Thejointunii s able to draw on the FCOb6s diplomacy skill sate
change and environmental knowledts joint approacthas enabled it téactor development concerns into political negotiatio
and to boosits work with business, government and NGOs on a range of isBuesinit has also provided value for mongy b
cutting down bureaucra@nd reducing transaction costs. The UK could still gain further in this area, by developing a
reporting mechanism instead of the current separate reports provided to each of the four departments.

Source DFID India.

TheUKO6s bil ater al spendi ng on eopevation 3n me nt

more difficult to establish. The UK reports on the Rio markers. Figures show a sharp
increase in expenditure on climate change (rising from USD 52 million in 2007 to USD
288 milion in 2008) and on biodiversity (up from USD 9 million in 2007 to USD 247
million in 2008), while expenditures on desertification remain small (USD 11 million in
2008). The UK reporting on environment as a sector and as a policy objective was an
averageof 13.2% of total sector allocable UK aid between 2005 and 2008, which is high.
However, the UK could improve its aid reporting on environment: a methodological issue
that is relevant to all donors. The UK is therefore invited to actively engage in thé BAC
work to ensure clarity on ODA definitions and reporting on climate change financing.

The PSA 27 delivery agreement sets six overarching indicators to measure progress in
implementing the PSA such as the trend of global @@missions and the size ofeth
global carbon markdt as well as a number of more directly attributable outcomes. The
agreement established a crggsernment reporting and governance structure to manage
the climate change PSA and relevant cabinet committees regularly monitor progress
Mechanisms for monitoring progress and impact will need to be refined following the
Copenhagen process. In the meantime, DFID reports annually on the implementation of
its DSO 2 on climate change and environmental sustainability. It does so against two
indicators: (i) policies and programmatic approaches developed for effective climate
change mitigation and adaptation measures in developing countries, along with coherent
international support for them; and (ii) environmental sustainability integrated into
programmes. While DFID made some specific achievements in these two areas in 2009, it
may want to consider commissioning broader impact evaluations in the medium term
(DFID, 2009d).
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Future considerations

Capacity development

i DFID could improve its intem communication and guidance on capacity
development to improve understanding across the organisation of its complex and
multi-faceted nature. This will be important in strengthening capacity assessments
and the capacity development strategies that areedefrom them.

1 Developing a thorough understanding of context and maintaining the high quality of
dialogue and support to partners in their capacity development efforts can place high
transaction costs on donor country offices. DFID will need to refiedts ability to
sustain and improve its work in this area despite pressure to deliver a growing aid
budget with declining administrative resources.

Environment and climate change

1 The UK should pay attention to wider environment and development issildscbu
on its experience in sustainable devel opme
needs. The UK is encouraged to set priorities and focus on areas where it can
provide valueadded compared with other donors, in line with the division of labour
called for in the Accra Agenda for Action. Sufficient capacity will need to be
retained to engage in these areas.

19 DFI D6s system of environment al screening s
disaster risk aspects, as well as low carbon growth opportunities. PReelymi
experience and thinking from field offices should be incorporated into this.

1 The UK should continue to report ODA allocated specifically for environment and

climate change, while maintaining the integrity of the ODA definition and
supporting the addanality of funding for climate change.
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Annex A

Progress since the 200bAC Peer ReviewRecommendations

Key issues Recommendations 2006 Progress since 2006

Overall The challenge for UK development co- The United Kingdom has shown a dynamic spirit in
framework and | operation is how to build from its currently | sustaining the momentum and consolidating its position as
new strong base. As DFID tries to deliver a world leader in supporting development. This is backed

more and better aid under more difficult
circumstances, it will need to continue to
adjust and adapt its model and invest in a
steep learning curve at the country level,
while ensuring that its political leadership
is informed and supportive of these
changes.

orientations

by strong leadership for development from the highest
levels of government and enabled by a high-performing
development department. DFID has taken effective steps

to achieve fAmore with | esso
will need to be assessed carefully against the need to
protect DFI D6s ability to deli

fragile states.

As DFID proactively seeks to influence
international donors towards common
approaches, it needs to strike a balance
between its objective of leadership in aid
reform and being perceived as promoting
its own model. DFID is encouraged to
further refine its guidelines to promote
broadest possible debate and space for
all donors to participate in its pilot efforts
on the ground.

The UK is recognised as an international leader on
development and the quality of its inclusive leadership is
appreciated in partner countries. Given its strong role in
shaping the Accra Agenda for Action, and the degree of its
investment in specific initiatives (e.g. IATI, IHP) DFID
should continue to play an active role in international
dialogue on aid effectiveness more broadly. The UK is also
invited to work more closely with other donors towards
joint approaches to supporting multilateral effectiveness.

Maintaining current high levels of public
support for development will be a special
challenge. DFID will need to identify and
communicate results
the British public and elected political
representatives. Strategically tailored
communications will be needed in less
clearly understood areas, such as
expanding engagement in fragile states
or suspending aid in light of serious
human rights violations and corruption.

DFID has strengthened its communication efforts with a
reinforced Communications Division and a new strategy
building on substantial market research to tailor messages
to each segment of the public. Despite substantial
progress (e.g. a website, media coverage), key UK
stakeholders agree that the economic downturn and
di sappointing findings
of public awareness require continuous efforts in
communication. This includes providing persuasive
evidence and messages on aid effectiveness.

from

Policy
coherence for
development

The UK should develop a more clearly
prioritised action agenda for policy
coherence for development (PCD). DFID
should make judicious use of its
significant headqua
resources in identifying and working on
specific policy inconsistencies.

The 2009 white paper provides high-level political
commitment and an overarching plan for policy coherence
for development in three areas; and the 2008-2011 public
sector agreements set a framework for coherence among
UK policies. Good progress has been made in areas
where the cabinet has engaged strategically and where
institutional mechanisms are in place. The UK agenda for
PCD should now be extended to include new areas. DFID
should continue to use both internal and external analytical
capacity to bring strong evidence for policy inter-linkages
and impacts on development to government discussions.

Policy coherence actions should be fully
integrated into DFI
and reporting, if at all possible in concert
with other similarly motivated
international partners.

The UK is making progress in monitoring and reporting on
the impacts of its policies on its development efforts and
resul ts, with the PSAs and
providing a results-based approach to cross-government
work. Further progress is planned. DFID should include in
its annual report a section on policy coherence (as
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Key issues

Recommendations 2006

Progress since 2006

required by the International Development Transparency
Act 2006). Its new evaluation policy plans to assess policy
coherence issues.

Aid volume and
distribution

The DAC welcomes the commitment to
reach the 0.7% ODA/GNI target by 2013
and reinforces the importance of the UK
being seen to deliver on this commitment.
It is encouraged to develop a more
comprehensive road map over time on
how increases will be spent, including the
geographic priorities, the balance
between main areas for intervention,
bilateral and multilateral channels and the
set of delivery instruments.

The UK remains committed to reaching the 0.7% target by
2013. The 2008-2011 Comprehensive Spending Review
sets out plans for the UK to provide 0.56% of GNI as ODA
by the UK fiscal year 2010/11 and the UK government has
signalled its intention to enshrine its ODA/GNI target in
legislation. The 2009 white paper has set directions for the
bilateral programme, maintaining a strong focus on LICs
and increased support to fragile states while further
concentrating bilateral assistance geographically. It also
commits to increasing reliance on multilateral channels for
aid delivery.

The United Kingdom should continue to
pursue the geographic concentration of
its ODA on poor countries and should
build further on its progress in focusing
on fewer countries. It should also
continue to strengthen its strategic
approach through a sector focus that
reflects its overarching poverty reduction
objective and its comparative advantage.
Complementarity with other donors could
be sought more systematically when
shaping DFID allocations.

DFI Dés bil ateral progr amme
LICs (61% in 2008), and its sector distribution on social
infrastructure and services (44% in 2007/08), reflecting a
continued emphasis on achieving the MDGs. Some 90%
of the bilateral programme in volume terms is now
concentrated in 23 countries and the period 2006-2009
saw the closure of 11 country offices. Where decisions
to close country programmes have been taken, DFID
has ensured that this was done in a phased and
predictable manner, and in consultation with other
donors.

Building on its comparative advantage
and strong technical expertise, DFID
needs to promote pro-poor growth and
address gender equality as key vectors to
attain the MDGs, in its programmes and
through advocacy in international fora.

Strong focus on social services has led to a decline in
all ocations to the producti
fourth white paper places an increasing focus on
supporting sustainable and pro-poor economic growth and
some country offices have already developed growth
strategies. DFI Dés innovat.i
equality in its programmes have been successful and it
could now give more attention to gender equality in the

fibeyond ai do agenda, includ

In keeping with the Paris Declaration,
DFID is encouraged to avoid setting
additional aggregate sector and thematic
spending targets, so as not to undermine
partner country ownership and aid
effectiveness.

One third of DFID&6s progr anm
sector spending targets, primarily in health and education.
DFID headquarters consider that these are manageable
and do not distort its ability to align with country priorities.
A growing aid budget and the inclusion of budget support
and assistance delivered through multilateral channels in
such targets allows for a degree of flexibility. DFID should
continue to manage these targets in ways that do not
undermine aid effectiveness.

The UK should seek to improve strategic
tools for the assessment of multilateral
performance, such as the MEFF, and to
further maximise their use internally and
internationally. While developing a
strategic vision for funding of core and
non-core multilateral budgets, DFID
should take care not to distort multilateral
principles.

DFID has further improved its strategic tools for assessing
multilateral performance, both relying on the work of the
Multilateral Organisations Performance Network (MOPAN)
and developing its own framework for multilateral
engagement. DFID should continue to engage with other
bilateral donors to support harmonised approaches to
partnership with multilateral organisations. DFID has
made clear its intention to increase the share of funding to
the UN provided as core or unearmarked resources at the
central level (from 40% at present), in return for clearer
evidence of results and impact of this assistance on
development outcomes.
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Key issues Recommendations 2006 Progress since 2006

Aid DFID should continue to give close DFID has managed to deliver increasing ODA volumes
management consideration to the implications of the whilst reducing administrative costs. This has been done
and scaling-up of aid and the rapid and both through strategic actions (increased reliance on

implementation | continuing increases in productivity
required in a context of reduced
administrative and human resources. In
doing this, DFID should consider how
promising innovations linked to the aid
effectiveness agenda, such as extensive
use of delegated partnerships, will impact
upon DFID organisation and

management.

multilateral delivery channels, closing country offices,
delegated co-operation agreements) and broader

corporate governance reforms (Making it Happen
programme; creation of the Investment Committee). These
efforts have been instrumen
commitment to organisational effectiveness is
commendable. DFID should however look carefully at
whether administrative budgets can be reduced further
without affecting how the programme is delivered or its
credibility, as it engages more in fragile situations.

As DFID seeks to improve its approach to
performance measurement and reporting,
it will need to seek solutions which do not
add to the burden and complexity of the
existing system. DFID is encouraged to
more systematically build on existing
PRS monitoring and evaluation systems
in partner countries. DFID should weigh
the benefits and costs of its current
system. Because of
focus on fragile states, DFID will need to
work with others to develop appropriate
measurement tools to demonstrate
results.

DFID has taken steps to streamline its reporting system,
with ARIES integrating different reporting requirements
into a single system. Howeyv
remains complex and should be further streamlined to
alleviate the burden on staff while ensuring that: (i) all
country offices comply with DFID systems and objectives;
(ii) feedback provided through these reporting systems is
used for management purposes; and iii) the information
generated responds to requests for scrutiny from British
stakeholders. DFID has put a lot of effort in managing for
and demonstrating development results, including through
supporting statistical capacity in partner countries. It is
considering how to quantify peace and state-building
results in fragile states.

In a context of significant scaling up of
aid and a future agenda of collective
donor aid effectiveness, priority emphasis
in human resource policy will need to be
on implementation, including the extent to
which current staff turnover affects
continuity and consistency of DFID action
in the field. Attention is called to rapidly
evolving future staff directions and the
need for flexibility and significant advance
planning to identify and place critical
skills.

DFID is becoming increasingly strategic over human
resource management, as illustrated by its new market-
based postings system, new promotion process and the
development of tools for workforce planning in December
20009. In order to fill posts in fragile states, DFID has
increased incentives and reduced posting durations for
these posts. In 2009, DFID also undertook a review of
staffing in fragile states; it has agreed a new internal
cluster approach to staffing and is now reviewing financial
incentives. A challenge for DFID is to maintain the
technical capacity of its staff in the context of reduced
administrative resources.

The strong role of DFID in supporting
international thinking on development is
appreciated. DFID is encouraged to
develop closer links between its policy
work and aid programmes so as to better
translate its policies into its decentralised
field work and to more strongly integrate
the field perspective into central policy
design. Such two-way linkages are all the
more important to appropriately address
the challenges resulting from new aid
modalities and scaling up.

Interactions within DFID are increasing with wide
consultation processes on policies. These rely on
extensive use of information technology, but also on
innovative approaches to sharing staff. This helps in
building linkages between the field and headquarters, and
enables the Policy Division to ground policies in reality.
Professional groupings also play an important role in
sharing lessons. Their role could be deepened further, in
particular as regards horizontal collaboration across the
organisation. DFID also aims to better link research and
internal policy making and has thus regrouped policy and
research work under the same directorate.

In order to promote links in the range of
issues covered by work on fragile states,
notably the issue of conflict prevention,
there is need for a comprehensive
mapping of the roles and responsibilities
of different policy and operational teams
within DFID concerning fragile states.

DFID has divided roles and responsibilities, with CHASE
leading on all conflict and security matters and the Politics
and State team in the Policy and Research Directorate
leading on governance matters. A joint work stream
addresses state building and peace building.
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Key issues

Recommendations 2006

Progress since 2006

Aid
effectiveness

Building on decentralisation, DFID should
make full use of available flexibility in
applying the programming guidelines and
identifying the better mix of aid
modalities, particularly in the fragile
states. Implementation of its medium
term action plan for aid effectiveness
should be seen as one important step in
addressing these issues.

DFI Dés deepened decentralis
flexibly to partner gover nn
including in its mix of aid modalities. DFID is developing
guidelines for programming approaches in fragile states.
The DFID medium-term action plan (2007) and its post-
Accra Action Plan (2009) supersede the previous medium-
term action pl an ffosod thréecaeass
(predictability, transparency, mutual accountability) for
better meeting the AAA commitments.

The UK is encouraged to look at general
budget support (GBS) in the context of
the complementarity of aid instruments,
on the basis of country needs,

devel opment results
comparative advantage, taking full
account of the recent joint evaluation of
this modality.

While DFID continues to be ahead of other donors in
engaging in budget support, it has clarified its approach to
budget support as part of a mix aid modalities. Key
domestic stakehol ders are s
to direct budget support, provided that certain conditions
are satisfied. Continued efforts in assessing and
communicating the added value of this instrument vis-a-vis
other aid modalities will be important in ensuring continued
support for the UKO6s budget

DFID is encouraged to further engage
levels of government other than central
government, and to develop a strategic
approach to engaging with and
strengthening local civil society. DFID
should take steps to keep sight of the
grass-roots context as well as to maintain
expertise in key sectors.

DFI Dés approach has to date
sector, including increasing focus on sub-national
government levels through a stronger focus on
decentralisation and local governance. It will now seek to
expand its emphasis on non-state stakeholders, such as
civil society and oversight institutions, as called for in the
fourth White Paper. DFID should keep sight of the grass-
roots context as the move towards modalities such as
direct budget support may come at the expense of staff
development and exposure to field-level issues and
realities.

Humanitarian
aid

The new humanitarian policy should
further strengthen the role of DFID in the
provision of needs-based and principled
humanitarian aid and improve coherence
across Whitehall. Greater clarity
regarding objectives and operational
priority setting is needed when providing
development and humanitarian aid in
complex emergencies.

DFI Dés 2006 humanitarian po
improving the quality of assessments to inform needs-
based provision of humanitarian aid. Progress is being
made on improving coherence within Whitehall with, for
instance, strengthened co-ordination on stabilisation and
conflict prevention. The DFID policy paper on Preventing
Violent Conflict (DFID, 2007a) appropriately positions

DFID as a stakeholder in tackling the problems that
contribute to violent conflict, although further clarity and
guidance may be neededonco-l ocati ng UKOSs
humanitarian and peace-building objectives within the
ficont i g u u-onsis ppgrammmng t

Awareness-raising of the new
humanitarian policy framework and on
GHD (good humanitarian donorship) at
field level should be made a priority.

Progress has been made and links have been
strengthened with humanitarian policy orientations at the
field level. There are also resilient links between policy and
practice within UK humanitarian assistance.

Greater operational clarity between FCO,
DFID and MOD is needed on how to
maximise the protection of civilians and
on approaches in fragile states.

The UK is committed to protecting civilians, as illustrated
by the forthcoming launch of the UK strategy on the
Protection of Civilians in Armed Conflict. This strategy was
prepared by the FCO, MOD and DFID, and identifies
appropriate operating procedures for civilian and military
actors in difficult environments.
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Annex B

OECD/DAC Standard Suite of Tables

Table B.1. Total financial flows

USD million at current prices and exchange rates

Net disbursements

United Kingdom 1994.98 1999.2003 2004 2005 2006 2007 2008
Total official flows 3411 4732 77 7 7 9805 11477
Official development assistance 32379 4737 7 772 9849 11 500
Eilateral 1876 2984 3602 7367
Nultilateral 1503 1753 4247 4133
Other official flows az -5 -43 -22
Eilateral 32 -3 -43 -22
Nultilateral - - - -
Net Private Grants 415 417 462
Private flows at market terms 12 086 7116 235 29938
Bilateral: of whish 12 086 7114 253 29938
Direct investment 8181 263 180 23783
Export credits 76 - 581 3 3832
Nultilateral - - - - - - -
Total flows 15922 12 264 31702 31269 26941 45676 41878
|for reference:
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Table B.2. ODA by main categories

Disbursements
United Kingdom Constant 2007 USD million Per cent share of gross dishursements
Total DAC
2004 2005 2006 2007 2008| 2004 2005 2006 2007 2008 2008%
Gross Bilateral ODA 6651 9896 10395 7379 8399 69 76 71 63 65 74
Grants 6202 9580 9875 63577 Ti6d| &4 4 68 57 59 65
Project and programme aid 1710 1578 1808 1807 20035 18 12 12 16 16 23
Technical co-operation 883 082 962 888 1218 g 8 7 3 9 12
Developmental food aid - - - 20 172 - - - 1 1 1
Humanitarian aid 616 730 LERS 352 T4 6 i 6 3 6 7
Action relating to debt 966 4114 3928 17 588 10 3l 27 1 3 3
Administrative costs 380 186 334 3 i8¢ 6 1 4 3 4
Other grants 1426 1688 1710 2819 2371 15 13 12 24 18 8
Non-grant bilateral 0DA 449 307 520 802 825 5 2 4 7 7 9
New development lending 93 20 1 0 - 1 0 0 0 - 3
Debt rescheduling - - - - - - - - - 0
Acquisition of equity and other 35 288 519 802 833 4 2 4 7 1
Gross Multilateral ODA 3047 3084 4233 4247 4426| 31 24 29 37 a5 24
UN agenicies 137 392 424 376 157 3 3 4 3 4 4
EU institutions 1821 1420 1751 2143 2178 19 1 12 18 17 10
World Bank group 417 797 109 987 1209 4 6 7 3 g 6
Regional development banks (a) 134 32 396 188 337 2 0 3 2 3 A
Other multilateral 194 257 383 332 233 2 2 2 3 2 3
Total gross ODA 9698 12980 14628 11626 12825 100 100 100 100 100 100
Repavments and debt cancellation -382  -460 -689 1778 -510 ibuti i
Total net ODA 9316 12519 13938 9849 12315 Contributions to UN Agencles
(2007-08 Average)
For reference:
Associated financing (5) 23 24 i4 22 ig UMHCR  wHO-
Nat debe ralisf g38 4102 3919 o 388 10%  assessed
Imputed student cost 8%
Refugsss in donor countries Other U UNICEF
a. Excluding EBRD. 35% 8%
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3%
ODA flows to multilateral agencies, 2008 UNRWA
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g Contributions to Regional Development
n = Banks (2007-08 Average)
Eq oe  DOfher
2 | ] b e Garoup Banks
2.5 5 4%
w 10 0%
e AsDE
g
=l Group
-
= 22%
5 -
:
: D
0 * )
UN EU World Regional Other ATDE
Bgencies institutions  Bank group  dev.banks  multilateral G?ri“p
743

DAC PEER REVIEW OF HE UNITED KINGDOM © OECD 2010




DAC PEER REVIEW OF THE UNITED KINGDOM 99

Table B.3. Bilateral ODA dlocable by region and income group

Gross disbursements

United Kingdom Constant 2007 USD million Per cent share Total DAC
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2008%%

Africa 2813 4 608 6278 2820 3013 55 54 ! 35 45 kb
Sub-Saharan Africa 2713 4447 6 163 2697 2716 i 32 70 32 41 32
North Africa a2 33 39 6 39 2 0 0 0 1 4

Asia 1682 189§ 1838 2038 2576 32 22 21 39 39 a0
South and Central Asia 1397 1398 02 1301 1986 26 6 16 29 30 17
FarEast 283 354 3 415 334 3 4 4 8 3 12

America 248 216 207 121 142 3 3 2 2 2 10
North and Central America 113 163 141 02 96 2 2 2 2 1 4
South America 114 38 47 18 3l 2 0 1 0 0 4

Middle East 380 1594 301 118 370 7 19 3 2 13 17

Oceania 7 g 3 & 7 0 0 0 0 0 2

Europe 30 136 238 62 39 1 2 3 1 1 4

Total hilateral allocable by region 5291 8479 8865 5166 6 666 100 100 100 100 100 100

Least developed 2605 2039 2454 2308 2779 51 25 28 18 i3 as
Other low-income 518 5089 4332 1060 1010 6 38 30 22 16 10
Lower middle-income 1404 2629 137% 1127 2073 28 32 15 23 34 46
Upper middle-income 27 389 137 323 309 3 3 3 7 3 10
More advanced developing countries 1 2 0 1 - 0 0 0 0 -

Total bilateral allocable by income 5099 8148 8612 4820 6173 100 100 100 100 100 100

6631 9 8946 10 393 7374 8359 100 iog ioo fo0 100 160
I 260 I14i8 1330 2209 {733 20 id i3 3 24 19
§532 I 749 {773 23534 2227 23 I8 i N 27 27

BOother MOther

E . - -
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" by region O Other low-inconte by income group

Dasiz O Lezst developed

Dafrica

10000 10000

g0

. /
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Coms Lamt 2007 LS D million
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1. Each rezion includes regional amounts which cannot be allocated by sub-region. The sum of the sub-regional amounts may therefore fall short of the
regional total.
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Table B.4. Main recipients of bilateral ODA

Gross disbursements

United Kingdom

India
Tanzania
Uganda
Eangladesh
Mozambique

Top 5 recipients

Fambia

Ghana

Malawi

Guvana

China

Top 10 recipients
Kenva

South Aftica
States Ex-Yugoslavia
Montserrat
Indonesia

Top 15 recipients

Pakiztan
Sierra Leone
Bwanda
Zimbakwe
Nepal

Top 20 recipients
Total (134 recipients)

Unallocated

Total bilateral gross

1997-2001 average

=)
=1
- .

=3
=
th -

= =
o R =Y
(SR PR U FER Y

e
—

Choga g o

oG e

on
[ T R B R ]

=
k=
)
-

tn

R
=

3L o 3 O

'
o,
e s e e

L}

=
-
(5]
th
-

=
=}

L

Memo:

DAC

couttries’

median

%]
L)

41

16

100

Nigeria
India

Iraq
Tanzania
Bangladesh
Top 5 recipients
Afzhanistan
Ghana
Serbia
Zambia
Pakistan

Top 10 recipients

Sudan

Ugzanda

Congo. Dem. Rep.
Malawi

Ethiopia

Top 15 recipients
South Africa
Kenva
MMozambique
China

BEwanda

Top 20 recipients
Total (134 recipients)

Unallocated

Total hilateral gross

Current

2002-06 average Memo:
DAC
Constant Per cent countries’

USD million 2007 USDmiln  share median

1121
441
398
216

=0t

2379

e —
[N T =Y
X TR TR

i)

4068

1280 18
348 7
470 G
269 3
233 3
1811 a8 19
226 3
203 3
150 2
153 2
3773 50 45
134 2
151 2
g 2
4433 59 53
117 2
101 1
8% 1
89 1
82 1
4910 65 58
5875 79
1601 21 22
7576 100 100

India

Iraq
Afzhanistan
Nigetia

Ethiopia

Top 5 recipients

Bangladesh
Tanzania
Palistan

Sudan

China

Top 10 recipients

Congo, Dem. Rep.
Mozambique
Ghana

South Africa
Malawi

Top 15 recipients
Kenva

Ugzanda

Viet Nam
Fowanda

Nepal

Top 20 recipients
Total (131 recipients)

Unallocated

Total hilateral gross

2007-08 average

Memo:
DAC
Per cent countries’
share median
g
25 a1
3
E]
i
i
3
40 44
50 54
1
1
1
57 61
70
30 21
100 100
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Table B.5. Bilateral ODA by major purposes
at current prices and exchange rates

Gross disbursments - Two-year averages

United Kingdom 1997-2001 average 2002-06 average 2007-08 average 2007-08
2007 USD 2007 USD 2007 USD Total DAC
- Per cent — Per cent — Per cent

million million million per cent
Social infrastructure & services 1016 29 23907 34 3431 14 141
Education 287 3 408 & 757 10 9
of which: basic education 83 2 233 4 4138 6 A
Health Zl 7 395 & 591 8 -
of which: basic health 3 143 2 278 < 3
Population & reproductive health 104 3 248 4 4535 ] 7
Water supplyv & sanitation T4 2 43 1 149 2 3
Government & civil society 178 3 1143 16 1252 16 13
gifwhich: Corflict, peace & security - 3 0 273 < 3
Cther social infrastricture & services 129 4 141 2 242 3 -
Economic infrastructure & services 351 10 369 5 1133 14 15
Transpott & storage 117 3 93 1 71 1 6
Communications 19 1 10 0 28 0 0
Energy 20 3 141 2 48 1 -
Eanling & financial services 78 2 33 1 o4g 12 3
Business & other services 17 0 60 1 40 1 2
Production sectors 414 12 42 5 153 a 6
Agriculture, forestry & fishing 257 7 226 3 108 1 -
Industry, mining & construction 148 4 30 1 71 1 1
Trade & tourism 4 0 36 1 73 1 1
Crther 3 0 - - 1 0 0
Multisector 165 5 182 k. aos 4 6
Commodity and programme aid 342 10 78 1 816 10 5
Acrtion relating to debt 418 12 2014 29 Aa3a 4 10
Humantarian aid 361 10 73l 10 533 7 8
Administrative costs of donors 291 8 537 8 520 7 5
Aid to NGOs (core support) 103 3 4146 4] 520 7 2
Refugees in donor countries - - - - - - 2
Total bilateral allocable 2472 100 7 066 100 7 844 100 100

For reference:

[ T EO5 4] 7373 7 TEES a3 73
2 iid 3 JOF 3 45 a i
Total multilateral 2545 40 3 Q54 20 4 236 a5 25
Total ODA4 6351 100 10 757 o 12226 100 P

Allocable bilateral ODA by major purposes, 2007-08

-
e - 14
Economic infrastructure & serwvices 15
Production sectors E . R re e o
Multizsector 2
5 ETotal DAC

Commodity and programme aid

Action relating to debt

Humanitarian aid

7
8
13
Oth
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Table B.6. Comparative aid performance

Net disbursemenits

Official development assistance Grant element Share of ODA to LDCs

of ODA multilateral aid Bilateral and through

2002-03 to O7-08 (commitments) multilateral agencies

2008 Average annual 2003 20038 2008
2o change in 2o of ODA 2o of GNI

USD million 20 of GINI real terms 2o (a) (h) (c) (b)) () 2o of ODA 2o of GNI
Australia 2 954 032 53 100.0 10.2 003 259 008
Austria 1 714 043 18.0 1000 28.0 109 012 0.0s 16.3 007
Belzium 2 386 048 -0.2 597 42.3 19.3 0.20 0.09 390 o.19
Canada 4 T8 0.3z 6.4 100.0 298 010 388 013
Denmark 2 803 082 0.7 100.0 348 251 0.28 0.21 izl 0.32
Finland 1 166 044 7.7 100.0 40.5 22.4 018 0.10 343 U
France 10 208 039 1.7 S0.0 408 17.6 0.16 0.07 28.0 0,11
Germany 13 981 038 8.7 921 352 151 013 0.06 259 o100
Greece 703 0.21 34 100.0 55.6 21.6 012 0.05 20.5 0.04
Ireland 1 328 0.59 13.4 100.0 29.9 183 018 011 508 0.30
Italw 4 861 022 1.7 590 622 26.9 o.14 0.0o 327 o.07
Japan o 579 019 -1.8 853 288 0.0 26.1 0.0
Luxembourg 415 0.7 7.7 100.0 32.9 243 032 0.24 3z 0.38
Netherlands 6 993 080 4.1 1000 25.6 l16.6 021 013 29.0 023
MNew Zealand 348 030 5.1 100.0 20.2 006 291 o.0s
Norwawy 3 963 088 3.8 1000 23 .4 021 37.8 0.33
Portugal G620 027 1.6 192 398 138 011 0.04 36.2 0.10
Spain o 867 045 14.6 943 3001 1.0 013 007 21.3 o110
Sweden 4 732 098 7.4 100.0 33.6 258 0.33 025 izZe 0.32
Switzerland 2 038 042 4.5 100.0 23.9 010 245 010
United Kinzgdom 11 500 0.43 6.8 100.0 359 18.3 0.16  0.08 36.5 0.16
Tnited States 26 842 019 7.4 100.0 11.1 0.02 308 006
Total DAC 121 483 0.31 5.6 96.0 288 151 o.09 0.06 304 o.09

Niemo: Averaze country effort 048
MNotes:

a. Excluding debt reorganization.

b, Imcluding EU institutions.

c. Excluding EU institutions.

Data mot available.
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Figure B.1. Net ODA from DAC countries in 2008

Percent of GNI

Sweden | | 0.98
Luxembourg ] ] 0.97
Norway ] ] 0.88
Denmark | ] 0.82
Netherlands | | 0.80
Treland | | 0.59
Belgi.um_ 0.48
Spain ] ] ol4s
Finland | | 0054
United Kingdom || 0.43
Austria | ] 0.43
Switzerland | | 0.4p
France | ] 0.39
Germany | ] 0.18
Canada | | 0.32
Australia | ] 0.22
New Zealand | ] 0.30 Average country
Portugal ] 0.27 effort 0,48 %
TSV —
Greece _:l 0.21
Japan | ] 0,19
United States [ ] 0.19 UN target
T 0.70%s
Total DAC | | 0.31
0.0 U.Il U:l U.IEI U.I-1 U:._"- U.Iﬁ 0.7 U:B U.IQ ]_:U ]_.I]_
uUsD hillion
TUnited States_ ] 26.84
Germany ¥ ] 13.98
United Kingdom || 11.50
Franu:e_ ] 10,91
Japan_ ] 2.58
Netherlands | | 6.99
Spain | | 6.87
Ialy [ ] 4.86
Canada [ ] 4.78
Sweden [ 4.73
Norway [ ] 3.96
Australia [ ] .95
Denmark -:| 1.80
Belgium [ 2.29
Switzerland -:| .04
Austria [] 1.71
Ireland [ ] 1.33
Finland [ 1.17
Greece -:| 0.70
Pnrtugal_j 0.62
Luxemhboure -:| 0.41
New Zealand _:l 0.3s
Total DAC | 121,35
o 1I -1I- 6I BI 1 I|:| 1 I: 1 I-I- 1 Iﬁ 1 IE 2 I|:| 2 I: 2 I-I- 2 Iﬁ 1I g

DAC PEER REVIEW OF HE UNIT]

ED KINGDOM © OECD 2010









