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Preface

PREFACE

DFID’s Evaluation Department commissions at least five Country Programme Evaluations
(CPEs) each year. Individual studies are intended to improve performance, contribute to lesson
learning and inform the development of future strategy at country level. Collectively the CPEs are
important in terms of DFID’s corporate accountability and enable wider lessons across the
organisation to be identified and shared.

This synthesis report draws on the findings from five CPEs undertaken in 2005/06 — in Malawi,
Mozambique, Ghana, Rwanda and Bangladesh. It has been produced by the independent
evaluators who undertook the individual country programme evaluations.

This round of CPEs focused on the period 2000-2005. There were many differences in the
circumstances of the countries evaluated, however common lessons for DFID have been
identified. The synthesis report considers lessons around the way DFID plans and executes its
country strategies, lessons to do with changing aid modalities and findings concerning the
building of relationships with government, other donors and civil society. DFID’s Evaluation
Department will now be working to ensure that the lessons identified are fed into the
organisation and result in improved guidance and practice.

EVD would like to acknowledge the hard work of the independent consultants, ITAD and the
considerable assistance of many DFID staff working in Malawi, Mozambique, Ghana, Rwanda
and Bangladesh whose contributions enabled the evaluations to take place and produce these
useful lessons. Within EVD the process was managed by lain Murray, Lynn Quinn and Shona
Wynd to whom thanks are also due.

Nick York
Head of Evaluation Department
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Executive Summary

EXECUTIVE SUMMARY

S1  This report is a synthesis of Country Programme Evaluations (CPEs) undertaken in
Bangladesh, Ghana, Malawi, Mozambique and Rwanda in 2005/06. The evaluations covered the
period 2000 — 2005. Together, these five country programmes represent nearly a fifth of DFID’s
total bilateral spend over the period - £1,292 million.

S2 The report is in three main parts: (i) context, which provides an overview of the
development situation in the five countries, as well as of the changing aid environment and
evolution in DFID’s policies and priorities over the period; (ii) the synthesis of findings and
lessons — this aims to draw out the common issues from across the five DFID country
programmes; and (iii) conclusions and recommendations, which aim to be forward looking.

DFID’s contribution and strengths

S3 In each of the five countries, the CPEs found that DFID has made a major positive
contribution to the country’s development, and had made valuable contributions to progress in
achieving Millennium Development Goals (MDG) targets. Particular contributions were in the
areas of support to Poverty Reduction Strategy (PRS) processes, policy dialogue and shift to new
aid modalities, though direct poverty impacts were also found as a result of legacy projects in
sectoral areas.

S4  DFID’s strengths included: alignment with Paris Declaration principles and its high quality
in-country presence; innovative thinking and willingness to take on riskier reform areas; growing
financial weight and predictable resource flows; and effective poverty targeting around MDG
objectives. These combine to make DFID a valued and influential development partner.

Findings and lessons
Preparing Country Assistance Plans (CAPs)

S5  There have been a number of influential analytical studies as part of strategy development,
such as Drivers of Change (DoC). However, there are cases where these have not been best
utilised, leading for example to weaknesses in strategy due to poor assessment of political
governance risks. The lesson is that careful and objective analysis can contribute to stronger
and more grounded CAPs. Indications are that the type of rigorous CAP quality assurance
process introduced for the new generation of CAPs may deliver improvements in this area.

Executing Country Assistance Plans (CAPS)

S6 There are a great many factors that influence the actual direction of programmes and
whether they continue on the course outlined in the CAP. Two particular factors are new policies
emanating from headquarters and changes in staff. The lessons are that to help mediate these
factors from potentially causing divergence from CAP objectives:
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ii)

policy and practice need to be better linked

country offices need better guidance on dealing with and weighting the importance and
relevance of the stream of centrally generated policy work

DFID at a central level should consider ways in which its human resources/staffing,
policy and resource cycles can better support the country strategy cycle

Aid instruments

S7

DFID country programmes have made significant progress in development and use of new

aid instruments. Budget Support (BS) is a relevant, effective and efficient way to support
national poverty reduction strategies, but it has been in use for too short a time for its ultimate
poverty reduction effects to be seen. There are some concerns about progress of reforms in
public financial and expenditure management in support of budget support, as well as attention
to monitoring budget execution.

S8

The lessons centre mostly on balancing risk in use of budget support. They include:

the need for sound political risk analysis along side fiduciary risk assessment

to consider sequencing instruments so that, for example, SWAps might be used to
first stimulate the necessary reforms

that both Sector Wide Approaches (SWAps) and budget support take time to
deliver institutional reform, and thus the impact horizon — particularly as captured in
CAP performance indicators - needs to be set at a realistic point from when the plan
is formulated, and DFID needs to be consistent and maintain its commitment over
that timeframe

that there are many positive examples of DFID programmes making the transition
to new aid instruments through an incremental approach to reforms, as opposed to
trying to drive through sweeping changes. The lessons from these need to be more
widely shared

ensuring the strategic use of the non-budget support components of the country
portfolio to complement budget support

that small, strategic, time-bound projects or Technical Assistance (TC) support have
a specific role in the toolkit of aid instruments. Country programmes should not be
discouraged from using them

Xii
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. that by focusing on mechanisms to build government capacity to tackle poverty in
the medium to long term, there is a lower priority given to immediate and more direct
support for services to alleviate poverty — leading to a risk of missing MDG targets.
The rate of change through BS may not be rapid enough. Thus alternative
investments with and outside government are needed alongside BS for the more
urgent achievement of lagging MDGs, including HIV/AIDS, water and sanitation and
malnutrition.

Relationships

S9 DFID has developed strong relationship with governments. The positive lessons here are
that structurally, decentralised offices have made a substantial difference in relationships with
country governments. New models of development assistance require building mature and
longer-term relationships with governments. The programmes in Rwanda and Mozambique
demonstrate good practice with their long-term Memorandum of Understanding (MoU) and multi-
donor agreements. Operationally, the CAP cycle also needs to framed around such long-term
commitments — ideally a rolling shorter-term CAP cycle within a longer term MoU cycle .

S10 The main lesson on donor relationships is positive — DFID’s partners view it positively.
This is based on the strength of its policy work, its important contributions to harmonisation, its
flexibility of approach and its secondment and sharing of staff with other agencies. DFID should
ensure it builds on these strengths and that all country offices have access to guidance on how
to develop innovative human resource arrangements with other agencies. These types of shared
staffing, and silent partnership allow DFID to continue being influential in areas and sectors from
which it has withdrawn, or commits only limited financial resource.

S11 Relationships with civil society are a more difficult area. An emerging theme is that focus
on central government systems appears to be reducing support to non-state actors. DFID has
become less well engaged with them, and has not communicated very well its changes in
strategy and approach. Hence there is some imbalance in country programmes between
working on supply-side and demand-side governance. The lessons are that communication with
civil society should be improved, especially where DFID makes strategic programming decisions
that imply less direct involvement with implementing partners. Also, country offices need to
ensure that they are internally and externally clear and consistent about how DFID views the role
of civil society in achieving its development objectives.

Measuring aid effectiveness

S12 All the country programmes have faced a significant challenge in measuring development
progress, and there has been a general paucity of quantitative, independently verified data about
external effectiveness and outcomes. There are two aspects - country programmes’ own
Monitoring and Evaluation (M&E) systems are not well focused on assessing outcomes, and not
enough attention has been given to strengthening monitoring functions in government and by civil
society.

Xiii
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S13 In regard to DFID own systems, several country offices have made creditable efforts to
improve performance management, but implementation of M&E systems has generally been
weak, undermining their ability to undertake evidence-based programming. The main lesson is
that the CAP guidance in force at the time led to a generation of country strategies that did not
function well as performance frameworks. In addition, performance information from Output to
Purpose (OPR) is patchy and does not cover the whole portfolio, and measurement of
intermediate outcomes is weak. It is suggested that M&E systems would be improved by:

. the CAP Quality Assurance Group (QAG) paying particular attention to the quality of
Performance Framework and Delivery Plans

. providing more specific guidance, and potentially training, to country offices on
designing and using better M&E systems and performance frameworks

. promoting a more consistent approach to OPRs, so that for example the monitoring
system encompasses an assessment of key areas of non-spend activity (‘non-
spend projects’) such as influencing and harmonisation work

. DFID needs to provide more support to national M&E systems
Ways of working

S14 It was found that DFID’s focus on central government and central processes has left it with
a reduced appreciation of the issues and real constraints to service delivery at the sharp-end.
This points to the need to ensure staff are encouraged to maintain a grounding in
implementation realities. The cluster system drives fairly frequent rotation of staff — this affects
institutional memory and can affect the shape of the programme. The CPEs raised the question
whether more can be done to support in-post promotion, so that country programmes derive the
benefits of institutional memory and good networking that longer spells in post would provide.
This would also help address an issue of staff ability in working languages in non-Anglophone
counties.

S15 Across the CPEs, a nexus of knowledge management issues emerges - M&E systems that
are not sufficiently outcome oriented, and that systematically capture and learn from experience
to only a limited extent; gaps in coverage of OPRs; low use of Performance Reporting Information
System (PRISM) for results-based management; staff turnover eroding institutional memory; and
concerns about what electronic document management will mean for the knowledge and lesson
legacy. Taken together, these issues stand to leave country programmes exposed in relation to
being able to both provide sound account of their use of funds, and telling the impact stories. The
lesson that DFID corporately needs to assess how it addresses knowledge management, M&E
and learning at country level, with a view to recommending how these related areas are
managed in a more coherent fashion by country offices.

Xiv



Executive Summary

Recommendations

S16 These are made in four areas of DFID’s activity. Some are system issues, best addressed
at a corporate level. Others are specific to policy implementation by country offices.

Country Assistance Plans (CAPs)

S17 CAPs have involved a long preparation period, and although used to guide subsequent
programming, there were a significant number of examples where portfolios differed from what
was originally planned. This was partly due to adapting to changed circumstances, opportunities
and policy priorities. However, more arbitrary factors, such as the particular mix or interests of
advisory staff, or the individual interpretation of country needs and priorities by a new Head of
Office were also instrumental. This divergence was possible because CAPs were permissive
documents with weak performance frameworks, that were often modified and poorly monitored.
New CAP guidance’ should address many of the concerns raised.

S18 It is recommended that:

. DFID senior management ensures new CAP guidance is followed and that there is
enhanced scrutiny of this through the QAG

. at the country level, all new financing proposals and project memoranda be
explicitly linked to CAP objectives and expected outcomes, and the new CAP
performance monitoring framework, and that these are routinely re-visited in
OPR/Annual Reviews

. more flexibility is introduced into CAP cycles, to allow revisions in the light of
changed circumstances. Development Partnership Agreements (DPAs) are
developing country strategies in the right direction. Where DFID can outline its
longer-term commitments, priority should be given to a model whereby a CAP and
DPA/MoU explicitly fit together

Aid effectiveness

S19 Key conclusions on aid effectiveness are that country programmes have made good
progress on ownership, alignment and harmonisation, but that shared analysis is an area for
attention. Choice of aid instruments has not always been as strategic as it might have been. The
CPEs’ concur with recommendations in the General Budget Support (GBS) evaluation that:

i) a more strategic approach to optimising complementarities between instruments is
needed

i) there is much unexploited scope for coherence and coordination in the application of
technical cooperation to Public Finance Management (PFM)

" Country Assistance Plan Guidance. Mandatory instructions and good practice guidance. (2006). DFID, London.
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S20 It is recommended that:

. CAP formulation includes a more robust and comprehensive analysis of
development partners’ and government programmes and their fit with MDGs. This
may be an area where the CAP guidance requires strengthening, and should be a
focus for the QAG

. the lessons from countries where joint assistance strategies (JASs) have been
developed are incorporated into CAP guidance

. close attention is paid to progress made towards Mid Term Action Plan (MTAP)
target 9 (encourage shared analysis), especially increased use of joint donors
reviews and joint country-led reviews

. DFID adopts a broader-based assessment of the suitability of budget support in
individual countries, to include analysis of fiduciary and political governance risks,
and assessment of DFID’s transaction costs. It should also draw on lessons, if
available, from SWAps, and consider sequencing instruments if governance and
PFM situations are less favourable

Communications
S21 DFID is not always a good listener, and while changes in approach are usually well
conceived internally, poor communication with insufficient external discussion and little

explanation, damages DFID’s reputation.

S22 It is recommended that:

. DFID country programmes engage partners in dialogue earlier in planning
processes
. DFID corporately reorients its guidance on country offices communications. This

needs to be less concerned with branding, ‘good news’ stories and communicating
‘to’, and more with honest explanation of strategy and tactics, and communicating
‘with’

Demand-side governance
S23 Evidence from the CPEs and other reviews point to the balance between DFID support to
demand-side governance functions and its support to supply-side governance as having tipped

in favour of the latter. Getting the balance right is particularly important in the light of the focus of
the third White Paper and the new Governance and Transparency Fund.
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S24 The recommendations are that DFID needs to ensure that:

. the way new aid instruments are employed provides spaces for civil society
involvement
. country offices are clear themselves on the role of non-state actors, and maintain a

maturity of dialogue with government, that allows it to simultaneously engage with
government on resource transfer and support civil society to demand for greater
transparency and accountability
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Introduction

1 INTRODUCTION

1.1 Over recent years the architecture of international aid has undergone significant change;
with an increased emphasis on the effectiveness of aid, alignment and harmonisation, plus the
widespread application of new delivery mechanisms (general budget support, sector-wide
approaches). For many, the UK Department for International Development (DFID) has been at
the forefront of such efforts, offering a powerful model for improving bilateral development
cooperation.? Over the next seven years, DFID proposes to double its aid expenditure, improve
the quality and delivery of its aid, plus work in more difficult environments (fragile and post-
conflict states). DFID is also committed to reducing staff numbers as part of its Spending Review
for HM Treasury.®* Therefore a significant challenge over the next five years will be to achieve
more with fewer staff, while improving the quality of aid effectiveness and maintaining DFID’s
forward-thinking approach.

1.2 Within this context, evaluations of past operations can provide important evidence about
the effectiveness of DFID’s aid delivery mechanisms, its organisational approach, plus the
contribution made to reaching the MDGs and ultimately eliminating poverty. The Country
Programme Evaluations (CPEs) therefore provide an important source of learning — especially
as most of DFID’s bilateral programme is channelled through decentralised country offices.

1.3  This report presents a synthesis of five CPEs conducted during 2005-2006: in Bangladesh,
Ghana, Malawi, Mozambique, and Rwanda. The objective of the synthesis is to summarise
findings and to bring out common issues and lessons across the five CPEs. In this way it adds
value to the individual studies, and in doing so can provide evidence relevant to DFID’s
operations more generally. It also provides an opportunity to reflect back to the corporate-level,
the many insights drawn from independent assessments of country-level operations. In total, the
five studies cover nearly one-fifth (£1,292 million, or 18.6%) of DFID’s total spend on country and
regional programmes for the 2000-2005 period, and 8.2% of total programme resources.

Box 1 A potted history of the CPEs

In 2002 the National Audit Office conducted a study of performance management in DFID.* The NAO
highlighted inadequacies in DFID’s assessment of country-level operations — an increasingly key element in
its bilateral operations. Hence in 2003, DFID’s Evaluation Department commissioned a series of pilot Country
Programme Evaluations, with the twin aim of assessing both country-level performance and developing a
methodology for future evaluations. These pilot studies were initially conducted in Brazil, Cambodia, and
Romania, with further studies in Bolivia and Lesotho. A synthesis of the pilot evaluations was produced in
2004.°

The pilot methodology has now been adopted in a rolling programme of five CPEs per annum. This report is
a synthesis of the programmes conducted during 2005/06. A key aim of these CPEs was to provide a lesson
learning function for country offices developing their next round of Country Assistance Plans (CAPs), as well
as, where possible, an element of accountability.

2 DAC (2006) DAC Peer Review: Review of the Development Cooperation Policies and Programmes of the United
Kingdom, Main Findings and Recommendations. OECD, Paris.

* DFID’s budget is set to rise from £4,014 million in 2004/05 to £5,430 million in 2007/08 (an average of 9.2% per
annum). lts staffing is due to decrease from 1,883 to 1,610 civil servants FTEs over the same period. DFID
Departmental Report, 2006.

* Department for International Development: Performance Management — Helping to Reduce World Poverty. (2002).
NAO. TSO, London.

® Evaluation of DFID Country Programmes - Synthesis Report, Report EV652. (2004). Flint et al, DFID, London.
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1.4 The report is in three parts. The first part sets the context, providing an overview of the
changing aid environment, the changes in DFID policy and priorities over the period, and a
summary of the five country development assistance contexts. The second part presents the
synthesis of findings and lessons. It draws heavily on the evidence base of the five CPE reports,
bringing these together at a more general level but with the occasional vignette from the original
reports. The third and final section of the report then sets out the main discussion points that
arise with key recommendations for the future preparation of country programmes, their
implementation and evaluation.
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2 SETTING THE CONTEXT

2.1 The following section provides an overview of the changing aid environment and the
context in which DFID’s country programmes operate. The chapter focuses on the new aid
architecture, DFID’s policies and priorities, and the country context for each of the five CPEs. It
outlines how DFID operates in the rapidly changing aid environment, and the extent to which
DFID’s aid is adapted to different country contexts. These issues are then explored further in the
following chapter on Findings and Lessons.

2.1 The new architecture of aid

2.2  The architecture of international aid has undergone a significant change over the period
under review (2000-2005). Key changes include:

. Over 50 countries have produced Poverty Reduction Strategies (PRS), with
several countries now working on, or having produced, second-generation PRSs.
The emerging challenge for governments is to continue to improve national political
buy-in, while taking account of changes in donor behaviour on harmonisation and
alignment, and also improving linkages between the PRS, national budgets and
Medium Term Expenditure Frameworks (MTEFs).

. The Monterrey and Rome accords and Paris Declaration on aid effectiveness have
resolved to increase country ownership, alignment and harmonisation, as well as
‘manage for results’ and obtain mutual accountability.

. Under this new consensus over development assistance, almost all bilateral and
many multilateral donors have changed their implementation modalities; with a
policy shift away from projects towards programmes, sector wide approaches,
basket-funding and general budget support.

. Aid is being increasingly considered within a broader set of international relation-
ships, on trade, global security, private investment flows, remittances, migration and
climate change.

2.3 These major changes present significant challenges for DFID’s operations and country
programmes. They imply the need to develop new ways of working, that are country-led and
involve multiple donors working in a harmonised way. They also require DFID to spend its
development funds through national systems, using programme approaches — requiring mature
relationships with governments.

2.2 Policies and priorities of DFID

2.4 Since 1997, and the formation of DFID, the UK government has shown a strong
commitment to addressing global poverty. The first White Paper, and subsequent International
Development Act, set out a clear vision and legislative mandate for DFID to focus on poverty
reduction. Within this context, the period 2000-2005 has seen significant changes in DFID’s
policies, priorities and modus operandi.
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Key changes include:

2.5

23

2.6

two new White Papers on international development, and the International
Development Act

the introduction of the Public Service Agreement, with agreed targets for DFID
performance

a rapidly rising aid framework as a result of the UK’s commitment to reach the 0.7%
ODA/GNI target by 2013

increasing use of SWAps and Budget Support

a shift further ‘upstream’, adopting a more strategic/ influencing role, and engaging
far more at the policy level

the Gershon review of public sector efficiency®, which set headcount targets for the
civil service

an increasing focus on donor harmonisation and alignment with country systems, as
formalised in the Paris Declaration

policy papers on, inter alia, Poverty Reduction Budget Support, fragile states and
rethinking conditionality

The general impact of this series of policies and events is to:

sharpen the focus of DFID’s mission first towards poverty reduction and second towards
governance, and

to create a more target-driven organisation which is developing a modern business model
for international development

Country contexts

This section highlights key features about the different country contexts of the five country

programme evaluations. Annex 1 provides individual summaries of the social, political and
economic environment in each country; while this section draws more heavily on the common,
and sometimes contrasting, features of aid dependency and DFID’s mechanisms for aid delivery.
This section considers four main aspects to ODA and DFID’s country programmes in each of five

countries.

¢ Releasing resources to the front line. Independent Review of Public Sector Efficiency. Sir Peter Gershon (2004).
HM Treasury. TSO, London.
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Box 2 CPE methodology: interpreting the evidence

The evidence for each CPE is collected from three main sources: (i) reviews of programme documents and
file correspondence, as made available by DFID to the consultant team; (ii) interviews with past and present
DFID staff; and (iii) interviews with officials in government, with partners in other development agencies, and
from representatives of NGOs and civil society organisations.

This ‘light-touch methodology’, as it has been termed, is however constrained in several ways. The limited
number of performance reviews and evaluation reports available means that the individual CPEs are not
meta-evaluations (i.e. not evaluations solely based on extant project and programme reviews). Furthermore,
projects or programmes were not visited in the field, and primary data collection was not undertaken.
Additional analytical studies were not commissioned in association with the CPE

The CPEs are however more than a collection of stakeholder perspectives, and include analysis and
supporting evidence wherever appropriate. They focus extensively on the CSPs and CAPs as statements of
DFID’s public intention and strategy — and judge performance against DFID’s own objectives for
each country. The value of the CPEs lies in the way that they capture the external perspectives of DFID’s
development partners (donors, national government, civil society) — as well as the judgements of
independent evaluators.

2.7 Firstly, the dependency on aid. Four of the countries evaluated (Ghana, Malawi,
Mozambique and Rwanda) have a high level of aid dependency, with Bangladesh (the only Asian
country in this round) being less reliant on international aid. See Annex 2, Table A2. In both
Malawi and Mozambique, development assistance represents over one quarter of Gross National
Income (GNI). Indeed, Malawi has for a long time been highly aid dependent, and since 1994 aid
flows have at times represented over 40% of the GNI. In Mozambique, the share of foreign aid
to the nation’s total resource requirements has remained substantial (peaking at 60% of GNI in
the early nineties). For Rwanda and Ghana, development assistance as a percentage of GNI is
on average lower than Malawi and Mozambique, for the 2000-2005 period. Both countries
however show rising trends in total aid volumes: in Rwanda, aid has been vital to the success in
rebuilding the country, while in Ghana, the positive political and economic environment has
contributed to a relatively large donor presence and a rising trend of net development assistance.
In contrast, the share of foreign aid to the Bangladesh’s total resource requirements has
steadily declined. Net foreign financing fell to 2.6% of GDP in the second half of the 1990s, and
to less than 2% between 2000 and 2004 — with a corresponding increased in domestic financing
and remittances (US $3 billion in 2004/05, greater than aid flows).

2.8 Secondly, and in all five countries studied, DFID is amongst the top four donors in terms
of the volume of aid disbursed. Over the period 2000-2004, DFID has provided (on average)
20% of all Official Development Assistance (ODA) to Malawi, between 14 and 17% to Rwanda,
Bangladesh and Ghana, and, 7% to Mozambique. See Annex 2, Table A3. In Malawi, DFID is
the largest single bilateral donor, with IDA, the EC and USAID also having significant
programmes. In Ghana, one quarter of funds come from IDA, with DFID being the second largest
donor of all development assistance. In Rwanda, IDA and EC are the largest donors, with DFID
and the United States the second largest. In Bangladesh, the Asian Development Bank (ADB),
World Bank, and Japan provide approximately 60% of all ODA. However, DFID’s contribution to
the total ODA has grown significantly in recent years and DFID is now one of the top four
providers, with a share of nearly 20% of all aid. In Mozambique, DFID has been the sixth largest
donor over the past five years, but if debt relief were excluded, it would be the fourth largest after
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International Development Assistance (IDA), European Commission (EC) and US Agency for
International Development (USAID). DFID is the largest bilateral donor to Mozambique, with a
share of (on average) around 7% of all aid.

2.9 Thirdly, the five country programmes represent a significant proportion of DFID’s total
bilateral programme. The five countries evaluated in 2005/06 represent £1,292 million (18.6%)
of DFID’s total bilateral spend for the period 2000-2005. See Annex 2, Table A4. The
Bangladesh programme is the largest of the five in both global (5.6% of global spend) and
regional terms (16.5% of the Asia region). The Ghana and Malawi programmes also represent a
significant proportion of the Africa region, 9.3% and 8.0% respectively.

210 The growth in DFID’s bilateral spend has been most dramatic in Bangladesh, more
modest in Rwanda, Ghana and Mozambique, and relatively steady in Malawi (See Table 1
below). Indeed, DFID’s spend in Bangladesh has doubled since 2001/02, though it remains at
6% of total DFID spend, from 2000/01 to 2004/05. In Rwanda, DFID’s bilateral programme has
seen a steady increase since the ten-year commitment given in 1999. A similar steady growth
took place in Ghana and Mozambique. In Malawi a rapid rise in bilateral spend occurred much
earlier, when the Country Office was established in 2000/01. After this, the value of the
programme has fluctuated, mostly in line with budget support suspensions/ disbursements.

Table 1 DFID Allocation by Country Programme, 2000-2005

DFID Allocation by Country Programme, 2000-2005

120,000 ]
O Rwanda
o 100,000 B Malawi
S 80,000 OGhana
g ’ OBangladesh
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40,000 - l
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2.11 And finally, the allocation of DFID’s disbursement through Poverty Reduction Budget
Support (PRBS) has shown a rising trend over the period 2000-2005 (Table 2). Budget Support
now represents a large proportion of many Country Programmes, and especially in Rwanda,
Mozambique and Ghana in the form of General Budget Support (GBS) where it is set to rise to
around two-thirds of total DFID expenditure.
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2.12 In Malawi, after governance problems in 2002/03, when budget support was suspended,
the country is now back on track, and GBS will be just under one-third of programme
expenditure in 2006/07; while in Bangladesh it is as yet limited to a small amount of Sector
Budget Support (SBS) (Table 3). In Rwanda, DFID is a major donor of budget support,
comparable in size to the World Bank (Table A3). Budget Support also represents an important
share of total aid flows to Rwanda, up to 42% in 2002. In Mozambique, General Budget Support
has been a significant feature of aid flows, rising from 2.7% in 2000 to 18.6% of total Official
Devlopment Assistance (ODA) in 2004, and 18% of GNI. In Ghana, the multi-donor budget
support programme (MDBS) currently represents 40% of total aid to Ghana, almost 10% of the
government’s budget and 4% of GDP.

Table 2 Total disbursement of PRBS (General and Sector) 2001-2004/5’

£ Million Estimate £m
2000/1 2001/2 2002/3 2003/4 2004/5 2005/6
Bangladesh - - 6.6 - 29.8 8
Ghana 40.0 25 20 31.7 35 25
Malawi 30.0 12.5 0.0 10.0 15.0 32.9
Mozambique 15.7 25.7 14.7 20.3 35.3 40.3
Rwanda 254 18.0 22.0 18.8 343 31
Table 3 PRBS 04/05 volume relative to donor and government budgets
DFID Aid PRBS
Framework Donor Partners UK PRBS MD-PRBS
04/05
04/05
e % of DFID : % of All % of Govt
£ Million bilateral aid Number (inc DFID) Donor BS Budget
Bangladesh 122 24 - 6
16 (2003);
- 8.5 (2005
Ghana 66 50 10 20 (2005) (2005)
Malawi 55 28 6 - 23 (2004)
Mozambique 46 77 17 - 15 (2004) 16 (2004)
Rwanda 46 75 6 - 19-50 (02-05) 42 (2005)

" Source: Guidance on Aid Instruments. A DFID Practice Paper. (2006) DFID, London.
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3 FINDINGS & LESSONS

3.1 In synthesising the findings and lessons from these five CPEs, the aim has been to
concentrate on the most common issues. The five countries were not selected purposively to give
a sample that yielded lessons on particular topics; their selection was based on other factors,
including their phase in the CAP cycle. Hence the sample includes four African countries and only
one from Asia, giving four programmes using General Budget Support as a key instrument, and
one, in Bangladesh, just commencing use of Sector Budget Support. The sample also spans
programmes with well-established country-based offices and structures, such as Bangladesh,
and those such as Mozambique, where the move to an office in-country occurred during the
period under evaluation. Annex 1 describes some of the key differences between the countries
themselves.

3.2 In this section, the main strengths of DFID as a donor are first summarised, followed by
the key findings organised around six themes:

. planning and executing country strategies
. progression to a new aid architecture

. consequences of changing aid modalities
. relationships

. measuring aid effectiveness

. ways of working

3.1 DFID’s contribution and its strengths as a donor

3.3 In each of the countries, the CPEs found that DFID had made a major positive
contribution to the country’s development and had made valuable contributions to its progress in
achieving MDG targets. Most notably this was through support of PRS processes, policy dialogue
and the shift towards new aid modalities. Other important factors behind DFID’s positive and
fundamental contribution include: its alignment with Paris Declaration principles and its high
quality country presence; innovative thinking and pro-activity; growing financial weight and
predictable resource flows; and effective poverty targeting around MDG objectives — all of which
make it an influential actor. These factors are reflected in the positive perceptions other
development actors have about DFID. They mention DFID’s history of engagement (which in 3
of the 5 countries is a long one), its growing aid framework, the intellectual strength and
commitment of individual staff, and its willingness to innovate and take on riskier reform areas.
Particular highlights of DFID’s contribution identified by the CPEs include:

. In Ghana and Rwanda, DFID has made a significant contribution to progress
towards the MDGs. In both countries, this includes contributions towards increasing
primary school enrolment rates, and developing effective partnerships for
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development. In Ghana, this is evident through work to increase harmonisation in all
sectors, and through Multi-Donor Budget Support. In Rwanda, good examples
include joint sector reviews in education, and adoption of the PRS review-cycle for
monitoring budget support.

. In Mozambique, DFID assisted the country to reach Highly Indebted Poor Countries
(HIPC) completion point in 1998 and led the introduction of an ambitious, and so far
successful, model of General Budget Support. Mozambique, a country where
development assistance is so centralised that it forms up to one quarter of GDP, has
seen un-earmarked budget support grow from almost zero in 2000 to 18% of GNI in
2005.

. DFID’s deserved credit in Mozambique is founded on corporate attributes that
generally apply across the programmes evaluated. DFID is a leading thinker on aid
instruments, and it is prepared to be a risk taker. Country offices know they have the
political backing of headquarters to innovate and take risks. The clarity of political
support from London, was for example, significant in accelerating the relationship
between DFID and the Government of Rwanda. Nonetheless, the substantial
delegation of authority DFID gives to its Heads of Office is also an important factor
in building relationships and ensuring relevant, rapid and innovative responses. Few
other donors give such freedom of action to their country offices, once the overall
principle or policy is agreed. Decentralised country offices have improved the
country-focus of the programmes, and have resulted in quicker decision making -
both improving in-country relationships.

. DFID is often seen as groundbreaking and flexible donor, able to respond quickly
and substantially. In Rwanda for example, DFID has been willing to tackle areas that
are non-conventional or sensitive, such as support to the Rwanda Revenue
Authority (RRA), Medium Term Expenditure Framework (MTEF) and land reform.
Support has been underpinned by a strong political commitment, with a long-term
partnership arrangement set out for ten years and governed by a Memorandum of
Understanding between the UK and Rwanda governments.

. The continued funding of smaller programmes and technical cooperation activities,
and speedy access to grant aid have also enabled DFID to engage in difficult areas.
For example, flexibility has enabled country programmes to give rapid support in
Ghana to the newly established offices of the Senior Minister and the new Minister
of Public Sector Reform; to support specific AIDS projects; and to support the New
Partnership for Africa’s Development (NEPAD). In Bangladesh, DFID has also
made a major contribution through its support to the national PRSP process and
through its catalytic role within the donor community and the Local Consultative
Group machinery.

. DFID has played a leading role in, and has had a clear vision for donor
harmonisation across the five programmes evaluated. This has required
considerable energy and time, intellectual leadership and the finance to put on the
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table. This leading role in harmonisation has bought significant influence with
governments. In Ghana, DFID’s financial contribution as the second largest donor
has been important, but it is less important than the quality of dialogue. In
particular, the multi-donor budget support (MDBS) has facilitated a high-level its
dialogue on policy objectives for future reforms with government and also with
donors.

. Being proactive in aligning donors behind the principles of the Paris Declaration has,
in the African cases, been linked to leading on new forms of aid and ways to engage
governments. This has allowed DFID to use that footprint to build influence in other
areas, including sector programmes. DFID’s lead role in harmonisation has also
enabled it to bring its influence to bear on larger funding partners, such as the EC
and World Bank.

3.4 Having highlighted areas of strength in DFID’s country programmes, the following sections
examine in more detail key findings and lessons from this round of CPEs. The lessons include
both areas of good practice, which warrant wider application and those which point to changes
in practice and/or policy to improve country programmes.

3.2 Planning and Executing Country Strategies

3.5 The CPEs suggest that DFID views strategy formulation as a periodic exercise that must
take a longer term view. And in general, staff value the CAP formulation process as an important
part of team building and strategising. In practice, strategy formulation has acknowledged both
current and pipeline investments, and has attempted to strike a balance between continuity and
change. One of the strengths DFID has displayed is its ability to work with process, and its
flexibility and innovation as a donor, so that investment decisions can reflects factors in play at
specific points in time. However, if not carefully managed, these attributes can also lead to
programmes modifying and diverging from strategic objectives, reducing the likelihood of
cumulatively achieving higher-level plan targets. Performance monitoring, within a sound
performance framework militates against some of these risks, but such frameworks were not a
strong element in country programmes evaluated.

3.2.1 Analysis of country context

3.6  Strategy formulation must be founded on very sound analyses. DFID undertakes, or
contracts-in, analytical work that helps shape country strategy. Examples of such studies that
have been influential on country strategy include the Drivers of Change studies in Bangladesh®
and ‘Budget as Theatre’ study in Malawi.® Nonetheless, the CPEs found that in at least two
countries, this type of study has not always been best utilised. For example, the Ghana CPE
found DFID’s approach to Public Sector Reform (PSR) is still largely driven by short-term
concerns, while the drivers of change study recommended more cognisance of long-term
socio-political dimensions and the importance of traditional systems of power.

® Bangladesh Supporting the drivers of pro-poor change. Duncan, A; Sharif, |; Landell-Mills, P; Hulme, D; Roy, J;
(2002). DFID, Dhaka.

® The budget as theatre — The formal and informal institutional makings of the budget process in Malawi. Rakner, L
et al. (2004). DFID Malawi Office, Lilongwe.
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3.7 There are also instances where weak political-economic analysis has led to weak risk
assessment, and hence a flawed strategy. In Malawi, in a move away from a donor-led approach,
the CAP was strongly aligned to the Malawi Poverty Reduction Strategy — this is in principle
desirable. However the alignment was based on the assumption that the government had a
genuine intention to implement the MPRS. This assumption however proved to be flawed as the
quality of the PRS formulation process, its level of local ownership, its realism, and the political
will to implement it were all poorly assessed in formulating the CAP. The CAP was not
constructively critical of the PRS — acknowledging its weaknesses and developing strategy to fill
its gaps. This meant that weaknesses in the PRS were mirrored in the CAP, and DFID was
thence forced to operate a different and more reactive strategy. In other words, the loss of
credibility in the PRS had similar consequences for the CAP, which perhaps could have been
avoided with more probing and realistic underlying analyses.

3.8 DFID is in a difficult position, having to develop strong country relationships, and yet be
able to create the space for objective analysis. Indeed the new White Paper commits DFID to
undertaking the type of governance assessment, based around the pillars of capability,
responsiveness and accountability, that might have prevented the problems in Malawi.

3.9 The lesson here is that careful and objective analysis can contribute to stronger and more
grounded CAPs. Indications are that the type of rigorous CAP peer-review process introduced for
the new generation of CAPs may deliver improvements in this area.

3.2.2 Execution of country strategies

3.10 A common theme that emerges in all five CPEs is that major programming decisions are
often driven by processes either not envisaged in the development of the CAPs, or that are
external to the DFID country office. Thus significant elements of country programmes were found
to be driven by such processes, rather than vice versa.

3.11  De jure, there appears to be a linear cascade of policy objectives: from the White Papers
and the Public Service Agreements (PSA); to the regional Directors’ Delivery Plans; to the three-
year Country Assistance Plans; and finally to individual investments and influencing initiatives
that take place in-country. The de facto reality is indeed different. More complex evidence from
the CPEs is that the drivers of strategy implementation (and thus investment choices) in practice
also include:

. a broad, permissive, stable and well articulated set of corporate goals (poverty
reduction, improved governance, etc.)

. strong new policy signals issuing periodically from headquarters

. corporate management strictures, such as headcounts driven from the Treasury and
the consequent ‘more-with-less’ imperative

. legacy projects and the effectiveness with which the portfolio has been streamlined,
or in the prevailing terminology, ‘cleansed’

12
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. new opportunities emerging in-country, to which DFID responds (some rightly so,
but others may be minor expediencies)

. the development vision of the incumbent Head of Office. As Heads usually change
in mid-CAP cycle, this is often a point at which priorities may change

. the particular set of advisers that the cluster posting system delivers to the country
office (and in some cases the gaps that it leaves in teams)

. the interests, expertise and approaches of DFID country-based advisers — these
have the ability to pull implementation in particular directions

3.12 This has implications for both the design of the country strategy (currently the CAP) as well
as the policies, resources and systems used to support the implementation of the strategy. The
CPEs highlight a number of issues that could be addressed in this respect.

3.2.3 Working with strategy

3.13 Country strategies aim to set out a series of objectives and describe how they will be met.
Sound strategies look sufficiently far forward and have sufficient scope that they can cope with
some change in country and donor contexts, and not become out-dated soon after being written.
But strategy does not serve its purpose if it is so permissive as to accommodate any course of
action. DFID intends that CAPs should also function as a mechanism by which to allocate
resources and effort. The task for country offices is to balance maintaining longer term strategic
direction with the demands to be flexible and respond to opportunity in the short-term in such a
way that they minimise the variance between stated CAP plans and de facto implementation.
However, the CPEs found that there are several factors that seem to undermine the DFID’s
country offices ability to strategise and operate over a longer impact horizon. These include:

3.14 Policy incentives - Policy constantly evolves, and this presents new challenges and new
incentives. All country programmes have to exist within, and interpret for themselves, this ‘policy
turbulence’ emanating from the centre.” Implicitly there are incentives for countries offices to lead
on the implementation of new policy directions. However, country offices need to make
programming decisions that balance priorities between the country context and policy directions
from DFID centrally.

3.15 Policy directives are necessary to ensure the organisation stays aligned behind its high
level objectives, and thus all five country programme have become well aligned to the social
sector emphasis of the MDGs. However, the volume of policy work emanating from headquarters
can become overwhelming, or may be interpreted in such a way that it distorts country
programmes. For example, the programme in Bangladesh made ‘Women and Girls First’ the
headline of their 2003 CAP. This responded to the emphasis on gender issues in the 2000 White
Paper, and picked up a strong policy direction coming from headquarters at that time. But, with

° ‘Policy turbulence’ was used in the Bangladesh CPE. It describes the flow of policy products towards country
offices, which they must attempt to prioritise and interpret. Turbulence may be considered a harsh judgement, but
the OECD DAC peer review found that DFID produces ‘a very wide range of policies, practice papers and other
directive materials, some of which are not necessarily linked to field needs or realities.’
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attempts made to retrofit gender objectives to agreed project designs, it was judged not to have
been effectively implemented in on-going operations. Responding to implicit policy signals led to
aspects of the programme that were difficult to implement.

3.16 Malawi, Ghana and Bangladesh demonstrate the difficulty country programmes have had
dealing with changing corporate emphasis on sectors including agriculture and an area with low
recognition in the first White Paper - rural infrastructure. This is especially so in countries where
PRSPs recognise the importance of these sectors for lifting people out of poverty — for example
in Rwanda, where DFID was slow to respond to the rural transformation priorities of the PRS. The
rise and fall of the rural livelihoods approach between 1998 and 2003 is a good example of
changing corporate emphasis — where country offices had to respond to, and then phase out
such approaches. Stronger country-led analysis might have remained steady on themes of
nationally-stated importance. This is not to trade-off traditional, ‘hard’, sectors against social
sectors, but illustrates that changing corporate trends can present country offices with a tension
between wider donor policy trends and countries’ own objectives.

3.17 The tension between strong corporate objectives coming from London, and operational
decentralisation and promoting country-led development is also highlighted by the OECD DAC
peer review." Their recommendation is that while DFID’s influential role in international
development thinking is appreciated, there is a need to develop closer links between policy work
and aid programmes, so that both the amount of policy product is reduced and the field
perspective is better integrated into central policy design. In recent years, Policy Division has
recognised this and clearer guidance is now offered, distinguishing mandatory policy and policy
which sets out good practice and guidance. The lessons here are that:

i) policy and practice need to be better linked, and

ii) that country offices need better guidance on dealing with and giving a ‘weighting’ to the
importance and relevance of the stream of centrally generated policy work

" United Kingdom - Development Assistance Committee (DAC) Peer Review. (2006). OECD, Paris.
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Box 3 Improving country strategies: lessons from Ghana

The development of the CAP in Ghana started with an evaluation of the CSP, which the country office saw as
a valuable process. This ‘End of Cycle’ study (EME, 2002) highlighted areas of strength and gave guidance
to the shape of the future programme. While the resultant CAP was a good statement of strategic orientation,
the CPE highlighted a number of areas that could be strengthened

» firmer guidance on where DFID should and should not engage, especially given the broad scope of the
PRS

. greater consideration of the legacy effect of existing programmes, which create an inertia,
slowing the pace at which the programme composition can be changed

« despite a strong orientation towards harmonisation, a need for analysis of other donor
programmes to help identify opportunities for DFID

. a need to review human resources in the Country Office, and the implications for advisory
support — for example the extent that head count shrinkage disproportionately compromises advisory
capacity

. greater attention to the corresponding rise in public financial management (PFM) and public
sector reform (PSR), as brought about by the shift to MDBS

. greater clarity with the objective structure; in the Ghana CAP, the overall and theme objectives overlap,
with no hierarchy of outputs, purpose and goal

« closer linking of the main monitoring tool, the change forecast tables, to the programme objectives

3.18 Legacy projects - the normal project cycle of 5-8 years creates an inertia that often lags
behind the current strategy. In a 3 year CAP cycle, this creates an inevitable ‘super-tanker’ effect.
Thus the policy agenda is presented in the CAP, while a large portfolio of projects and
programmes is designed and implemented on a cycle that either lags behind or leads ahead of
current strategy. Thus, for example, many of DFID’s achievements and innovations currently
seen in Bangladesh are due to choices taken and activities commenced under much earlier
strategies, rather than the implementation of the present hierarchy of objectives.

3.19 Country programmes have agreed targets with their divisional Directors to reduce the
numbers of projects in their portfolios. This portfolio cleansing activity is designed to remove
underperforming and older projects no longer seen as relevant to current objectives, and simply
to reduce transaction costs. This streamlining has some impact on the legacy effect, although the
reality in all five country programmes evaluated is that, despite portfolio streamlining, there
continues to be a reasonably large number of projects in the country portfolios. However, there
is good evidence that countries, such as Bangladesh, have been successful in increasing the
size of individual investments in line with its rising aid framework.

3.20 Yet, ultimately and pragmatically, owing to the long lags in programming cycles, any 3 year
country strategy must have a strong element that is statement of, and to some extent a
justification of, the existing pipeline. CAPs cannot thus be ‘zero-based’ exercises — the reality is
that they are grounded in the past. The art in developing successful CAPs is in striking a balance
between continuity and change. Focusing country programmes thus takes time. The lesson is
that CAPs would be improved by a greater honesty about the legacy and thus the incremental
nature of the CAP. Rolling CAPs will be able to deal with this better.
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3.21 Staffing cycles - The appointment of advisers, and relatively short-term postings of UK-
based staff, who move around DFID within the semi-annual cluster system movements, can often
significantly alter the shape of a country programme. Staffing matters, such as withdrawal of a
health adviser post in Ghana, and the sectoral expertise of the human development adviser in
Mozambique, affected the shape of the office and arguably were as important, if not a greater
influence over the programme, than the objectives set out in the CAP. In Bangladesh, rapid staff
turnover and recruitment difficulties have until recently left gaps in coverage. This problem has
latterly been addressed, but it means that the median time in post of the UK-based advisers is
relatively short. Where calculated, the CPEs found that in a number of the countries, the median
time in post for UK-based staff is less than two years. This also has implications for knowledge
management and the capacity to feed that knowledge into the policy dialogue where
institutional memory is relatively short. The OECD DAC peer review similarly identified the issue
of staff turnover as in some cases undermining effective implementation.

3.22 If the country strategy is to really drive DFID’s priorities and investment choices in-country,
then the overall lesson here is for DFID at a central level to consider ways in which its human
resources/staffing, policy and resource cycles can better support the country strategy cycle. At
the country level, a staffing plan, or at least analysis of staff capacity and projections of future
demand, would enhance the value of the CAP and the office’s ability to implement it.

3.2.4 Mainstreaming cross-cutting issues

3.23 The CPEs find that the treatment of gender mainstreaming in DFID country programmes
has been generally poor, though there are some successes. In Malawi, the 2005 Gender Audit
indicates that while gender analysis is mostly strong during programme preparation and design,
there is a tendency for gender issues to ‘evaporate’ during programme implementation and
monitoring. By the time OPRs are undertaken, the Gender Audit found that less than half the
programmes reviewed included clearly identified equality and empowerment indicators. In some
cases, failure to address obvious gender issues led to their reintroduction into programmes at a
later stage. Similarly, the recent Gender Audit in Bangladesh found that the ‘Women and Girls
First’ strap line in the CAP was not effectively translated into programmes. This was supported
by the findings of the CPE; with several interviewees agreeing that the ‘Women and Girls First’
was more a slogan than a strategic imperative.

3.24 Meanwhile HIV/IAIDS has been given growing attention in all five country programmes,
although mainstreaming across all aspects of the country programme has proved more difficult.
In future more careful selection of strategic entry points for crosscutting issues, especially
HIV/AIDS is seen as necessary. DFID needs to ensure that it addresses the serious overarching
implications of the growing HIV/AIDS situation. In future it will be important for all trajectories and
targets of the country programme to be re-examined with a ‘HIV/AIDS scenario’ - rather than
managing HIV/AIDS as just one component of a poverty reduction strategy.

3.25 Mainstreaming the environment in DFID country programmes is either addressed
indirectly (Bangladesh), or given minimal attention (Rwanda, Malawi, Ghana, Mozambique).
Environmental issues, such as climate change, appear to have been a low priority in the country
programmes evaluated.

16



Findings & Lessons

3.3 Progression to the New Aid Architecture
3.3.1 Progress with Budget Support

3.26 The increased use of Budget Support (BS) is a major part of DFID’s approach to
improving aid effectiveness,” and evidence from the five CPEs underscores this. The
Mozambique programme is heralded as a ‘star performer’ in terms of DFID being a leading actor
in the BS process, while the other programmes have ranged from good progress (Rwanda,
Ghana) to more problematic implementation (Malawi) and non-aid dependent Bangladesh,
where budget support is limited to sector support to the Roads and Highways Department.

3.27 In Mozambique, the DFID programme is considered to have made very good progress in
terms of pursuing budget support and building donor alignment and harmonisation in a highly
fragmented donor environment. Signature of the BS MOU by 18 Programme Aid Partners in 2004
was a watershed for the Mozambique country office, and arguably for DFID globally, given the
resultant increase in aid predictability, effectiveness and transparency. BS has improved
domestic accountability simply by shifting responsibility for resource allocation from donors to
government. In Rwanda, Britain’s strong political commitment to Rwanda underpins the
programme. The decision to work with government and through government’s systems for
budget support is highly regarded. Relationships have been very good, though concentrated on
a thin layer of top management in government. DFID has had good access to decision-makers
and is regarded as an influential and trusted partner. In Ghana, BS has brought direct benefits
to management of the economy and strengthening of pro-poor expenditures, and has produced
beneficial effects in the quality of policy dialogue, predictability of funding, harmonisation of donor
policies, government ownership and in performance tracking.

3.28 In Malawi however, budget support has had something of a false start, and was
suspended under the previous regime. Since August 2003, the present government has made
substantial progress with macro-economic stabilisation, in part made possible through BS. The
current DFID programme is beginning to address past weaknesses, with better attention to the
predictability of disbursements, as well as the policy dialogue and monitoring Government of
Malawi performance. Nonetheless, for the 2000-2003 period, the emerging consensus suggests
that there was little impact from the £72 million of general budget support disbursed by DFID. In
Bangladesh, many commentators view the country’s financial management regime as barely
meeting the minimum acceptable criteria for general budget support and that even sector
budget support (SBS) is a high-risk approach, and something that few other donors are prepared
to countenance. There is a risk in Bangladesh of DFID being one of the only donors committed
to using this approach, although in other countries, taking a pioneering stance along with mature
dialogue with government, has generally paid off. The two test cases of SBS in Bangladesh (in
roads and rural electrification) are at an early stage, and the programme is in a process of
developing a ‘governance instrument’ - a form of conditional budget support. This is a brave
attempt to bring new leverage to historically intractable reform challenge, though the CPE
expressed concern about the robustness of the risk assessment.

2 Guidance on Aid Instruments. A DFID Practice Paper. (2006) DFID, London.
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3.3.2 Improving the effectiveness of Budget Support

3.29 From the diverse range of experience across the five countries (Table 4), there are
several emerging issues concerning the implementation of Budget Support:

Table 4 Current DFID PRBS Initiatives in the CPE Countries®
Volume Years Risk Linked TA
£ million £ million
General PRBS
Ghana Multi-donor 03-06 110 3 Medium 0.2
Ghana Multi-donor 06/08 120 3 Medium 6
Malawi PRBS 04-06 20 1 High -
Mozambique MD BS 03-06 80 3 High 0.3
Rwanda Direct BS 03/04-05/06 82 2.5 Medium -
Sector PRBS
Malawi Health SWAp 100 6
Mozambique HIV Aids and Maternal 7.58 6 Medium 1.35
Health (Global Health Fund)
Essential Medicines 24.5 6 Medium 0.5
Bangladesh Roads and Highways BS 36 5 Medium 4

3.30 Balancing the risk - the Malawi case in particular highlights that when entering into BS
there needs to be a very high degree of confidence in the direction of change by Government
towards enhanced policy dialogue and stronger public financial management. This confidence
comes from good risk assessment. This is political risk assessment, alongside the mandatory
fiduciary risk assessment (FRA). As found by the 2006 Joint Evaluation of GBS, the potential
impact of GBS on poverty is highly dependent on the quality and content of PRSs — risk
assessment must also include assessing the quality of PRSs.

3.31 The experiences with SWAps (Section 3.4.2) show how long it can take to achieve traction
with new instruments. This points to taking a more gradual approach in transition to increased
reliance on budgetary support. Positive experiences with pooled funding in Ghana also show how
such a step-wise approach can work, with pooled funding providing gains in reducing transaction
costs, aligning donors with government, and as an entry point for harmonisation.

3.32 It is also important to consider the strategic relationship between significant BS
disbursement and the non-budget support element of country portfolios. In Rwanda, although the
programme has been strategic and flexible in supporting the planned education sector SWAp
alongside PRBS, the CAP lacked a clear elaboration of its plans to achieve complementarity
between the two thirds of funds allocated to budget support and the non-BS parts of the
portfolio. Thus a key part of the strategy to limit risk should be to maintain a complementary
non-BS portfolio.

¥ Source: Guidance on Aid Effectiveness.

" Evaluation of General Budget Support: Synthesis Report. (2006). IDD and Associates. DFID, London and OECD,
Paris.

“Evaluation of General Budget Support: Synthesis Report. (2006). IDD and Associates. DFID, London and OECD,
Paris.
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3.33 In Ghana, the CPE concluded that the fiduciary risks of BS will not decrease if reforms in
the public sector and downstream PFM are not addressed. For the foreseeable future a
prudent strategy is to sequence instruments, using sector budget support for health and
education until more progress has been achieved with public financial management and public
sector reform. While this occurs, the programme can continue to build on current efforts to
strengthen the predictability of disbursements, public financial management, policy dialogue and
the monitoring of fiduciary risk.

3.34 General budget support has been seen as a less appropriate aid instrument in
Bangladesh. In 2003, the World Bank Country Financial Accountability Assessment concluded
that the fiduciary risk for direct budget support in Bangladesh is high and requires significant
improvement before programmatic funding should take place. DFID has kept the risk
environment under review, and believes that risks have been reduced in the roads sector as
improved procurement and financial management systems have come on stream, and has thus
entered into sector budget support (SBS) in the roads sector. This requires an in-depth
understanding of the sector, the reform objectives and potential, and a coordinated programme
of support from TA and other instruments; plus appropriate staff expertise in the country office.
The health SWAp/pooled funding example shows that it takes time to establish mechanisms that
permit accountability and attain reform objectives, and the CPE concluded that it is not self-
evident that providing considerable basket funds will buy influence for reform. This concurs with
the findings of the Joint Evaluation of GBS™ which suggested that while GBS has successfully
expanded basic service delivery, it has not helped to deliver stronger pro-poor policies.
Nonetheless the de facto programme in Bangladesh has latterly become oriented towards
political governance and is developing a form of SBS called the ‘Governance Instrument’. While
the FRA is still high, DFID Bangladesh has altered its views about how to work in this
environment, and believes the new instrument will deliver improvements in governance.

3.35 In those countries where BS is established, the CPE evidence suggests that public
financial and expenditure management remains a focus of concern. For example in Rwanda,
more attention should have been given earlier to budget execution and expenditure tracking. This
would have fostered greater accountability and contributed directly to ambitions for good
governance. In Ghana and Mozambique too, the effectiveness of BS is being held back by slow
progress with public financial management, especially in the downstream parts of the budget
cycle, managing fiscal risks, and with public service reform. Ensuring the non-BS parts of the
programme strategically support these areas acts to reduce risk.

3.36 Evidence of development outcomes - The effectiveness of budget support on wider
development outcomes remains less clear, and the evidence base is still weak. The GBS
evaluation found that GBS is a relevant, effective and efficient way to support national poverty
reduction strategies, but that the instrument has been in use for too short a time for its ultimate
poverty reduction effects to be seen. In Rwanda, a major shortcoming of the programme has
been the low attention to monitoring budget execution (outturn) compared with the MTEF and
budget allocation. The PRS focuses on outcomes and the MTEF on outputs, and both are
monitored separately. Little work appears to have been done to identify development pathways
to link budget support (or sectoral programmes) to PRS outcomes.
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3.37 Overall lessons on budget support - In evaluating the country programmes, and in
synthesising the lessons, the CPEs have not attempted to make a fundamental evaluation of
budget support as an instrument. The joint donor Evaluation of General Budget Support was
running simultaneously with these CPEs and has covered that ground in great depth —
especially the poverty reduction effect of using the instrument. The CPEs have rather evaluated
the use of budget support as part of country strategies, rather than focusing on the instrument
itself.

3.38 The lessons centre mostly on balancing risk in use of budget support, to make it a more
resilient instrument. They are:

i) the need for sound political analysis along side FRA. This was also a conclusion
from the GBS study, which advocated more systematic, country-specific, political
analysis in relation to budget support - as well as other forms of aid

ii) to learn the lessons from SWAps, and in particular the need for Public Sector
Reform (PSR) to create an environment in which traction is gained in PFM and
Public Expenditure Management (PEM). It is suggested that attention could be paid
to sequencing of instruments so that, for example, SWAps might be used to first
stimulate the necessary PSR, especially in social sectors

iii) the strategic use of the non-budget support components of the country portfolio to
reduce risk - for example through PSR and PFM focused TA, complementary to
budget support, and other smaller investments which have a multiplier effect by
reducing risk

3.39 Finally, there is a need to pay more attention to supporting national monitoring systems to
gather better information about the poverty reduction effects of budget support.

3.3.3 A twin-track approach

3.40 The CPEs confirmed the findings of the GBS evaluation that this instrument can support
policy change and lead to increased public spending in priority areas related to poverty
reduction. However, they also suggest that as DFID’s country programmes increasingly focus on
institutional reform in the public sector, sustainable improvements in the quality of public
spending and ultimately poverty impact should only be expected in the medium or longer term.

3.41 For example, as found in the evaluation of the Mozambique programme, through BS, the
DFID office has prioritised the reform of central government systems as the most effective means
to address poverty alleviation. Hence DFID-Mozambique’s strategy is to influence the
Government of Mozambique’s budget to prioritise poverty reduction and to implement the
institutional reforms that will gradually ensure resources are effectively targeted and translated
into pro-poor services on a sustainable basis. This presents a very real development conundrum
- by focusing on mechanisms to build government capacity to tackle poverty in the medium to
long term, there is a lower priority given to immediate support for services to alleviate poverty' —
leading to a risk of missing MDG targets.

'* For example, through direct support outside of Government.
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3.42 Effective Budget Support should produce results in the medium to long term, through the
gradual improvement of planning and budget allocation processes, strengthening of government
systems, and since putting funds on budget forces governments to address constraints on
services as well. The lesson emerging from the CPEs is one regarding the rate of change and
the need for targeted measures, particularly on MDGs, while BS works its way through to impact.
If BS is accepted as a sustainable, but medium to long term approach, alternative means are also
needed alongside BS for the more urgent achievement of key lagging MDGs, including
HIV/AIDS, water and sanitation and malnutrition. This might take the form of a twin-track
approach whereby the risks and longer-term goal achievement associated with budget support
are given a boost in the short term by pragmatic investment opportunities that deliver on
immediate poverty areas linked to MDGs. Such short-term investments might be targeted
projects with government, or projects outside government, such as commodity supply of
condoms or bed-nets, which have proved successful elsewhere. These types of short-term
investment would, for example, help hold the line against malaria and HIV/AIDS, whilst systemic
changes and institutional reforms take place.

3.4 Consequences of Changing Aid Modalities
3.4.1 The Impact horizon

3.43 In all five countries, the period under evaluation has seen a (sometimes rapid) progression
into various forms of aid wholesaling, such as pooled funds, and especially Budget Support.
There is however useful lessons to be drawn about the speed and choices faced in the
progression from projects to sector approaches. This is particularly relevant for DFID’s more
general move towards increasing the proportion of spend through resource transfers into central
government. For example, SWAps are important instruments in the studied country
programmes, yet they demonstrate the difficulties of achieving reform. The PROAGRI SWAp in
the agriculture sector in Mozambique, which is a complex sector where the Ministry was poorly
structured to deliver to poor farmers, shows the time needed to establish mechanisms that
permit accountability and achieve reform objectives — even where donors are well harmonised
and central government is largely reform-minded. Similarly the health SWAp in Bangladesh
demonstrates the same level of difficulty and time needed to achieve traction in public sector
reform at this sectoral level.

3.44 The lessons here are that both SWAps and BS take time to deliver institutional reform.
Thus the impact horizon — particularly as captured in CAP performance indicators - needs to be
set at a realistic point from when the plan is formulated, and DFID needs to be consistent and
maintain its commitment over that timeframe.

3.4.2 Transition to the new instruments

3.45 A shift in aid instruments has a large impact on the sector or government in question,
particularly where there is a significant project legacy. The shift to BS is premised on the
potentially high gains in aid effectiveness. It also brings with it inherent risks, as shown most
recently in Uganda. As the Mozambique CPE found, and as identified in the Guidance on Aid
Instruments, the transaction costs in moving to BS are not insignificant either — for donors or
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governments — especially during the initial period. There is a requirement for considerable
high-level policy dialogue and consultation, absorbing immense amounts of time and energy.
DFID’s willingness to expend this time, and its enthusiasm for the instrument can be catalytic in
its introduction, although the recent OECD DAC peer review cautioned the need to get the
balance right between introducing reforms such as GBS, and the tactics needed to effectively
implement them.

3.46 The programmes in both Ghana and Mozambique are considered to have achieved a well-
managed progression to BS. The CPEs found that this requires, amongst other things: clear
corporate policy and sufficient resources and political backing from headquarters, firm
leadership, a strong and committed advisory cadre, and harmonisation across the office to
support the shift. The Bangladesh programme’s move into sector budget support shows that
these factors can be sufficient to pursue BS bilaterally, in the absence of strong support from
other donors. However, in all five countries, DFID has been influential or a leader in donor fora,
and the Mozambique CPE found that DFID’s risk in moving into BS was mitigated by its efforts
in aligning other donors into the Programme Aid Partner system, which improved mutual
accountability mechanisms.

3.47 The CPEs draw useful lessons from Ghana and Bangladesh about transition to new
instruments. In Ghana, DFID’s support to the education sector has managed a series of subtle
shifts in financial management to place the line ministry in control. This involved use of TA to
mitigate low disbursement and build capacity, allowing the migration of budget lines from DFID
to the Ministry as part of a pooled fund sector programme. In Bangladesh, DFID has had a long-
term involvement in infrastructure, and investment in this sector was seen as an opportunity to
work more closely with Government (in gas, electricity, transport strategy), to reform current
government approaches, influence multilaterals, and make new investments increasingly
pro-poor and pro-women. DFID thus took a long-established sector engagement to instigate
far-reaching changes in governance and institutional structures. This is an interesting lesson on
making use of complementarities between established sectoral relationships and up-coming
central and public sector reforms. Box 4 shows a similar gradual and effective evolution of
instruments in a sector where DFID has an established relationship.

Box 4 The Forestry Sector, Ghana

DFID has been in the forestry sector since the 1980s, but engagement has gradually shifted from technical
programmes to institutional and governance reform. The reform has been slow and hard-won, but policy
changes have shown clear economic benefits at district and community levels. The programme has latterly
included institutional reform of the Forestry Commission, new forest taxation policies, support to improved
oversight by the Parliamentary Select Committee, and improved engagement and scrutiny from civil society
and the media. The strong relationship with the forest department in Ghana provides a platform for further,
gradual, evolution of the type of engagement and aid instrument in use, for example to a SWAp. This
experience may be contrasted with the decision in the Malawi programme not to support the retrenchment
process and the continued institutional reform of the Department of Forestry.

3.48 In Malawi the transition to a health SWAp resulted in delayed disbursements to projects
and programmes in the sector, risking a reverse in the service delivery gains already achieved.
This is not critical of SWAp as an instrument per se, but demonstrates the need for careful
planning and good communication to partners when changes in aid instruments are planned and
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effected. The Malawi CPE concluded that the choice of instruments is not sector neutral, with
complex, fragmented and pluralistic sectors such as agriculture being difficult candidates for
SWAps, as evidenced by the problems with MASIP in Malawi (and PROAGRI in Mozambique).
The nature of the sector should drive the choice of instruments, rather than vice versa."

3.49 The centrality of budget support in the four African programmes evaluated means that this
features as the main consideration here. However, DFID’s Guidance on Aid Instruments is quite
clear that normally a portfolio with a mixture of complementary instruments is likely to be
needed to achieve the necessary range of objectives. The Guidance illustrates the gains GBS
has made in expanding basic service delivery, without delivering stronger pro-poor policies.
Lessons for using SWAps as part of a portfolio are discussed above, and projects and other
smaller or more targeted investments also need to be mentioned.

3.50 The Mozambique programme shows that project-centred investments, along with
technical assistance, can play a key role in addressing a specific policy issue or in capacity
building. They can be essential in filling short-term gaps in a longer term programme strategy, or
in raising the profile of an issue in the national context such as land rights. Such approaches
should however be strategic — or at least tactical, and complementary to the overall programme,
and with a clear exit strategy. Size is not critical; small project-centred investments can be
influential, while larger programmes are not necessarily the solution; the CPE found examples of
large project-like programmes failing to deliver. Additionally, commodity supply programmes can
help to secure essential services, such as bed-nets and through social marketing, condoms.
Such programmes are often useful to address a problem directly and sometimes to do so
rapidly and outside Government.

3.51 There are other good examples where DFID country offices have maintained smaller
programmes that complement BS. In Ghana, the continued funding of smaller and long-running
programmes alongside budget support, with quick access to financial aid, have enabled DFID to
engage in difficult areas. The best example is forestry, which has tackled a major export sector,
issues of public sector reform, direct financial benefits to poor communities, issues of governance
between traditional authorities and the state, transparency and anti-corruption. See Box 4 (page
22).

3.52 These examples do not serve as a call back into projects, but do support the view in the
Guidance on Aid Instruments that ‘projects should not be dismissed as theoretically sub-optimal
in comparison to PRBS. There are cases where projects may be the most suitable and effective
form of aid delivery, particularly when integrated into Government plans and SWAps, and/or
when used to pilot new and innovative approaches.’

3.53 Hence, there are positive lessons from the country programmes, which show some very
useful approaches to making the transition to new aid instruments. DFID could promote these
lessons, several of which are about gradual transfers of responsibility to government, more
widely within the organisation. Indeed this incremental approach to reforms, as opposed to

" The danger here is of realising Maxwell's risk that ‘focusing on sectors where SWAps work well will
overemphasise social sectors at the expense of growth policies and crosscutting themes like rural development’.
Maxwell, S. (2003). Heaven or Hubris: Reflections on the New ‘New Poverty Agenda’. Development Policy
Review, 2003, 21 (1): 5-25.
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trying to drive through sweeping changes, is just what is proposed for the new Governance
Instrument SBS in Bangladesh. The CPEs also show that small, strategic, and time-bound
investments can continue to have a specific role in the toolkit of aid instruments. The problem is
that projects have been excessively associated with parallel structures, off-budget finance, and
lack of capacity building. But projects do not have to be like that — governments everywhere use
projects to create time-bound interventions with clear objectives and dedicated resources.
Country programmes should not be discouraged from using this part of their toolkit.

3.4.3 Disengaging from sectors, and working in non-focal sectors

3.54 A general finding across the CPEs is that there has been a disengagement from sectors -
often sectors in which DFID has a considerable legacy. The CPE reports draw out several
lessons about how and why disengagement may be achieved, and also the merits of staying in
some sectors.

3.55 In all five country programmes, DFID has attempted to cleanse its portfolio during the
evaluation period. The aim has been to increase effectiveness and efficiency by reducing
portfolios to manageable levels with fewer staff, and getting rid of underperforming projects This
has resulted in disengagement from some sectors, including those in which DFID has
traditionally been strong. This principle of ‘selectivity’ is seen, for example, in Bangladesh, where
DFID has largely disengaged from natural resource sectors, and in Mozambique, where it has
reduced involvement in both education and agriculture.

3.56 Successfully implementing selectivity principles requires a good assessment of other
donor activity. It has been stated elsewhere that this is not a strong component of CAPs.
However, DFID believes that the EU multi-annual programming approach, introduced in 2006,
offers a potential basis for mutual selectivity, amongst EU donors,” which will improve the
rationale underlying choice of sectors from which to exit.

3.57 The argument for selectivity is that DFID should not and cannot be involved in every
sector. This is to increase effectiveness and efficiency, focus effort in areas of comparative
advantage, avoid duplication with other donors, and is a necessity with reduced numbers of staff.
This is in parallel with advisers and programme staff increasingly being required by DFID to have
a more generic set of professional development competencies, blended with some sector
specialism. Thus, the link between staffing and sectors is weakening (although the CPEs found
over the evaluation period that it was generally quite strong). Having DFID advisers whose
profiles are less about technical sector specialism was nonetheless raised during the CPEs as
an issue for government, in relation to addressing the fine-grained detail of programmes. In the
Bangladesh programme, it was found that good results have been related to clear sectoral focus
— health, education, private sector, rather than operational categories such as pro-poor growth.
This may be partly because such sectoral investment align more closely to Government
departments.

3.58 DFID programmes were found to cover a broad range of sectors in Bangladesh, Ghana
and Malawi — mainly a legacy effect.

'® Guidance on Aid Instruments. A DFID Practice Paper. (2006) DFID, London.
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3.59 Selectivity is leading to sector disengagement, yet complete disengagement from sectors
is not always the only choice. A positive finding across the CPEs is the number of innovative
approaches DFID is using to maintain an influence in strategically important sectors, even with
very little financial resource allocated there. In Rwanda, DFID has seconded a rural sector
adviser to the World Bank, and has other secondees in the EC Delegation and UNAIDS. In
Mozambique, there is a silent partnership with the Finnish Embassy for health, and a TA post in
the World Bank on HIV/AIDS. In Ghana, DFID is involved in a shared adviser partnership with
the Royal Netherlands Embassy in the health sector, and there is a planned silent partnership
with them in the education sector. This arrangement has not been without its problems, but
demonstrates how DFID can maintain influence with less direct sectoral engagement, while also
improving harmonisation. However, such approaches need to be well articulated to development
partners.

3.60 Thus, in policy areas without significant budgeted financial resources, DFID’s strategic
aims and ‘ways of working’ could be better articulated. In Malawi for example, the country office
faces a significant challenges to avoid becoming too thinly spread across sectors, while also
retaining involvement in areas where government and donor leadership is deemed to be weak.
The lack of a significant budgeted programme in some areas (such as gender, private sector
development and pro-poor growth) requires advisers to develop alternative entry points and
mechanisms for engagement — not necessarily significant programme investment, but a mix of
TA, policy engagement, silent partnership, and advisory support. Similarly in Ghana, the
national government’s growth strategy is centred on agriculture. For the DFID country office, a
strategy is needed for the pro-poor growth team to identify how the current resources
(programme finance, advisory/programme staff and TA) can be best combined and managed to
create a coherent programme that links enterprises in the natural resources sector with an
export-led growth strategy and private sector development — and ultimately deliver pro-poor
growth.

3.61 Overall, in disengaging from sectors through a process of selectivity, the new EU multi-
annual programming approach should aid decision making so that donors including DFID can do
this with a clearer analysis of each others’ sectors investments. However, the positive lessons
are that there are a number of innovative approaches, particularly around shared staffing,
which means that disengagement does not have to mean a complete loss of involvement and
influence in the sector. However in the shift away from ‘old-style’ advisor-led sector programmes,
DFID country offices need to better articulate ‘ways of working’ in policy areas without significant
budgeted financial resources.

3.5 Relationships
3.5.1 Relationships with Government

3.62 The Paris Declaration confirms donors’ and developing countries’ resolve to improve aid
effectiveness through, inter alia, strengthening partner countries’ national development strategies
and associated operational frameworks, plus increasing the alignment of aid with partner
countries’ priorities, systems and procedures and helping to strengthen their capacities. For DFID
this places an emphasis on strengthening and maintaining mature government-to-government
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relations. The CPEs show that this is generally an area of strength for DFID, and some of the
lessons are described in the section below.

3.63 Rwanda shows an innovative approach to relationships; the 10 year inter-governmental
MoU provides a stable and transparent basis for the relationship. This unambiguous, high-level
political support created a supportive environment for technical work and accelerated the
Government of Rwanda’s confidence in a new donor relationship. The CSP and CAP were
crafted within the framework of the MoU; a model deserving further consideration: a 10-year
aligned framework with a series of 3-year operational strategies. The MoU between the
Programme Aid Partners (PAP) and the Government of Mozambique in 2004 is hence another
good example.

3.64 The Malawi programme illustrates this point further. While overall DFID was found to have
excellent relations with Government of Malawi and particularly with Ministries of Finance and
Economic Planning and Development, the CPE found the need for just the type of DFID-
Government partnership that will endure for up to 10 years, as in Rwanda. The CAP has a
notional three-year timeframe, but many of the risks and constraints identified therein inevitably
lead to the need for a longer-term partnership with government.

3.65 During the evaluation period, DFID opened decentralised country offices in Malawi (2001),
Mozambique (2001), Ghana (2002) and Rwanda (2003). This has been beneficial in that it has
improved the country-focus of the programmes, and has achieved quicker decision making; both
improving in-country relationships. In Bangladesh, where there has longer been a country office,
and long-term engagement with many parts of the government, DFID has built a trusted
relationship with the Government of Bangladesh (GoB). This relationship has been founded on a
large portfolio of projects and programmes in different sectors, many delivering good poverty
reduction results, and managed by a respected technical advisory cadre. More recent factors
adding to the strong relationship enjoyed by DFID with GoB include a more supportive and
proactive Foreign Office representation in Bangladesh and DFID’s rising aid framework. This
relationship, together with government and society in Bangladesh becoming more open about
the country’s governance problems, provide the basis for DFID’s new ‘mature engagement’
approach in Bangladesh. All this is possible in large part due to the strength and durability of the
DFID-GoB relationship.

3.66 The positive lessons here are that decentralised offices have made a substantial
difference in relationships with country governments. Furthermore, with the progression to new
models of development assistance, there is a need to build relationships with country
governments around longer term memoranda of understanding and multi-donor agreements with
government. The Rwanda and Mozambique MoUs are good models of such arrangements. To
take such an approach forward, the CAP cycle also needs to be framed around such long-term
commitments — a rolling shorter-term CAP cycle within a longer term MoU cycle.

3.5.2 Relationships with other donors

3.67 Views are largely positive about DFID’s relationship with other donors, with many
respondents showing high levels of respect for DFID staff and its country operations. Particular
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areas singled out for positive comment include: advisers having time for policy dialogue™
(something that other organisations find more difficult where country-based staff have large
portfolios of projects to oversee); the strategic appointments of secondees in the EC Delegation,
World Bank, and other donors; the flexibility of funding mechanisms and procedures to instigate
studies or finance missions; and, the quality of DFID-commissioned analytical and research work.

3.68 There are also a number of instances where DFID country offices have made important
contributions to donor harmonisation. In Ghana for example, development partners acknowledge
DFID’s leading role in budget support as well as the harmonisation around government
strategies for education, health, and the private sector. In Mozambique too, DFID has played an
instrumental role in the harmonisation of donor approaches, such as developing the MoU for
donor budget support and setting the pace for others by taking the lead with longer periods of
commitment. Indeed the DFID country office can take considerable credit for the central role it
played in establishing donor harmonisation in Mozambique.

3.69 DFID has also demonstrated a great breadth in its ‘way of working’ with other donors. In
Malawi, the CPE found that DFID has taken great strides with its push towards improved
harmonisation, with the new forms of partnerships being generally well received. Examples
include the placement of secondees in the World Bank and the EU; proposals to pool health
sector advisory functions with Norway; and the hosting of funds for other agencies such as the
Netherlands. In Ghana too, DFID’s approach can be characterised by its pragmatism - not
always leading but sometimes working as the silent partner (such as in the new proposal for the
Royal Netherlands Embassy, where DFID is to join as a silent partner in education, or pooled
funding arrangements with the World Bank and Danida in health).

3.70 While most donor partners appear to appreciate DFID’s contribution to development and
harmonisation, the shift towards new aid modalities and the disengagement from established
sectors, has led to tensions in some areas. In Bangladesh for example, the country office has
maintained a wide range of partners, partly as a risk mitigation strategy in an uncertain political
environment — although also because of a recognition of the need to adopt multiple entry points
in the search for positive development changes. A recent Perceptions Study observed the strong
image that DFIDB enjoys amongst all partners, but also the reducing spread of contacts and the
dangers of overly close relations with Government. In particular, the country office has given less
attention to maintaining links with traditional partners in the United Nations, certain bilaterals,
some long-standing NGO partners and a number of line ministries. The new Joint Strategy with
the World Bank, AsDB and JICA has made some of the smaller donors feel excluded. In
Bangladesh, as elsewhere, there are sound reasons for the adjustment in relations in the
majority of cases. However a common finding is that these reasons have not always been well
communicated to partners.

3.71 In Mozambique the country office has recognized the need to engage with the United
Nations to a much greater extent. The office is now rethinking the role of the UN — something
that can contribute to a broader corporate debate - and this is expected to be clearer in its
forthcoming country assistance plan.

* Although, other donors do not have such well-staffed offices, and DFID staff have time for policy dialogue because
they have better office systems, more delegated authority, strong objectives for working on policy, and because they
spend less time at the ‘field’ level.
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3.72 The main lesson on donor relationships is a positive one, that DFID is positively viewed
by its partners. This is based on it policy work, its flexibility of approach and its secondment and
sharing of staff with other agencies. DFID should ensure it builds on these strengths and that all
country offices have access to guidance on how to develop innovative human resource
arrangements with other agencies.

3.5.3 Relationships with civil society

3.73 The CPEs found that there are three main areas where non-state actors may continue to
have an important role:

i) the monitoring and evaluation of aid effectiveness and of PRSs
ii) challenge and parliamentary scrutiny functions, and
iii) service delivery, especially in social sectors.

3.74 DFID has mapped out how it aims to work with civil society in an approach paper,* which
affirms that civil society is an important partner for DFID. The programmes in Bangladesh and
Mozambique see civil society as a part of the change processes in which they are involved.

3.75 There are strong traditions, for example in Malawi, of civil society playing a role in matters
of national importance — and thus a key role in supporting good governance, transparency and
accountability. It is a similar story in Bangladesh, where the pluralism of non-state actors in
service delivery is important for improving services for the poorest and ultimately the reduction of
poverty. However, in both these countries, civil society widely perceives DFID as having reduced
its engagement with them. These perceptions may not fully represent the reality, as in
Bangladesh, where the engagement is now different since support to NGOs has shifted to more
of a competitive challenge fund modality — for example through Manusher Jonno. While in
Malawi, DFID’s engagement with civil society has focused on some specific areas (e.g.
parliament and human rights based approaches) but less so on service delivery.

3.76 However, the CPEs found that, as a corollary of their increasing orientation towards
central government agencies, the country programmes have nonetheless become less oriented
towards civil society and other non-state actors. In part, this has been an (inevitable)
consequence of the significant shift to new aid modalities that focus on relationships between
donors and central government, and more direct engagement with government on issues of
political governance. For example, the Bangladesh programme has suggested that a programme
with a strong NGO focus reduces DFID’s influence within government, especially on matters of
political governance.

3.77 This shift in focus has naturally been a cause of concern for third sector organisations.”” A
recent study® by two NGOs, on the implications of increasing budget support, found that NGOs

» Civil Society and Development. How DFID works in partnership with civil society to deliver the Millennium
Development Goals. (2006) DFID, London.

2 Aid harmonisation: Challenges for civil society. (2006). Ontrac No. 33. INTRAC, Oxford.

2 Where to now? Implications of Changing Relations between DFID, Recipient Governments and NGOs in Malawi,
Tanzania and Uganda. (2006) ActionAid International and CARE International UK, London.
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in East Africa are: excluded from policy dialogue - which occurs between budget support donors
and recipient governments, and were barely consulted by DFID in relation to its operations and
strategy formulation (CAPs). A prime concern was that donors increasingly only see development
through a government lens. The study also concluded that the tension between an increasing aid
framework and a decreasing number of staff left DFID with reduced capacity to engage with
NGOs and their networks.

3.78 It might be contended that where NGOs are receiving less funding, or mechanisms to
access DFID funds have become more competitive, that ‘they would say that, wouldn’t they’.
However, these points resonate with some of the findings from the NAO’s 2006 report on DFID
working with NGOs and CSOs.? Specifically, they found that DFID country offices are unclear
about corporate civil society policy, that CSOs feel very uncertain about the role DFID sees for
civil society within current aid approaches, and that on balance, DFID consults too little with
CSOs, and insufficiently prioritises communicating with them when developing policy.

3.79 Overall, these two studies triangulate well the CPE findings regarding civil society
engagement, which are discussed further in the sections that follow. The OECD DAC peer review
similarly found that DFID needs to ‘develop a more systematic approach to local civil society,
especially given the DFID tendency to work at the high end of development co-operation,
particularly at the level of policy dialogue and budget support and frequently with high level
government officials. It is vital that such high level dialogue be nourished by a substantive
dialogue with the lower levels of the development spectrum...’

3.80 Thus, an emerging theme from the CPEs is that the statist focus of country programmes
appears to be reducing the support to non-state actors, who are important in maintaining
demand-side pressure for good governance — a key component of the responsiveness pillar of
good governance.* The preponderant choice of instruments and implementation channels
implies a focus on national government. Combined with the focus on policy dialogue, financial
and planning processes at the centre, there are inferences that the preference is to address
governance directly through influencing the policy environment and through building the
capacity of the state, i.e. supply-side governance. The CPEs thus found that there is some
imbalance between working with supply-side and demand-side governance in the country
programmes.

3.81 The lessons here are that communication, particularly to civil society, should be improved
where DFID makes strategic programming decisions that imply less direct involvement with
implementing partners. And, that given the focus of the new White Paper, country programmes
need to ensure that they are internally and externally clear and consistent about how DFID views
the role of civil society in achieving its development objectives. Furthermore country programmes
should check whether they are achieving a sound balance in support to supply-side and
demand-side governance work.

» Department for International Development - Working with Non-Governmental and other Civil Society Organisations
to promote development. (2006). National Audit Office, London.

* eliminating world poverty. making governance work for the poor. A White Paper on International Development.
(2006) TSO, London.
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3.5.4 Communications

3.82 Across the five programmes, the CPEs found that communications - an area that DFID
acknowledges as important — have not been managed consistently. The common weakness is in
ensuring that programming choices and policy changes are properly communicated to
government and, as indicated above, other development partners. Particular communications
recommendations were made in the Bangladesh CPE, and the tenet of these holds more
widely: that the focus has been on general publications about DFID programmes and not enough
towards generating understanding of DFID’s work in-country. Thus, the Mozambique CPE found
that DFID country offices need to be better at communicating their own strategy and priorities, as
well as underscoring how this links to poverty analysis and PRSs — rather than just broad public
diplomacy and ‘good news’ stories.

3.83 There are a number of instances from the CPEs where relationships with government and
development partners have been damaged due to poor communications. In Ghana, the
withdrawal of the health adviser and shift to a shared health advisory arrangement with the Royal
Netherlands Embassy was not successfully managed, and this is something that would have
benefited from better communication with the Ministry of Health. In Mozambique, the decisions
to abruptly withdraw from the Financial Management Project in the Ministry of Education, and the
movement away from agriculture and education generally were poorly communicated to partners.
In Bangladesh, while there was a clear understanding of the changing nature of DFID
engagement with NGOs from within the country office, this has not been sufficiently well
communicated — and many NGOs feel a loss of trust.

3.84 The overall lessons for improving communication are that DFID needs to strengthen the
way in which it explains programming decisions to partners. In particular, there is a need for
more clarity and transparency, so that ‘communications’ are viewed less as a PR exercise and
more as part of the dialogue around development. This is a critical lesson if country offices are
to avoid their harmonisation and alignment efforts being harmed by poor communication.

3.6 Measuring aid effectiveness

3.85 All the country programmes have faced a significant challenge in measuring development
progress, and there has been a general lack of quantitative, independently verified data about
external effectiveness and outcomes. This is a global problem in development.”® The problem
relates to both the absence of credible country monitoring data, which means that it not yet
possible to make an informed assessment against headline PRS objectives - although preliminary
indications are starting to emerge, and DFID M&E systems that have a poor outcome orientation.

3.6.1 Monitoring and evaluation — the need for a results focus

3.86 A consistent theme across the five CPEs is a need to improve the country programmes’
focus on assessing outcomes as part of their monitoring and evaluation (M&E) systems. As the
NAO reported in 2002:* ‘country planning does not yield country performance targets, and it is

% When Will We Ever Learn? Improving Lives through Impact Evaluation. (2006). Centre for Global Development,
Washington D.C.

% Department for International Development: Performance Management — Helping to Reduce World Poverty. (2002).
NAO. TSO, London.
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difficult to associate the success of planned bilateral assistance programmes with progress
towards corporate performance objectives’. This is a ‘missing middle’ problem,”” and the CPEs
found this to be the general case and a very significant concern in all country programmes. The
problem is manifest in three ways:

i) as a paucity of measurable outcomes at the programme level — a programme design issue
ii) as gaps in the data in the internal M&E / MIS system, and

iii) as a lack of attention to measurement of intermediate outcomes — the aggregate impact of
projects and programmes

3.87 Improving M&E is particularly critical in newer areas, such as governance and budget
support, where assessing the link to beneficiary lives is harder and more diffuse. The CPEs
found that while much work has gone into preparing sector investments and meeting spending
targets, country programmes have given much less attention to designing M&E systems for
judging programme outcomes. DFID is not generating and using evidence to justify programme
components. Box 5 illustrates this problem in Bangladesh.

Box 5 Measuring progress: some challenges of the new agenda in Bangladesh

The new aid agenda, along with DFID’s prioritisation of governance under the latest White Paper, present a
number of challenges to the current performance management systems.

In Bangladesh for example, much work has gone into preparing sector investments and meeting spending
targets, whereas less attention has been given to designing monitoring and evaluation systems for judging
programme outcomes. As a result, it is difficult to establish the extent to which different projects have
together contributed to declared priority areas such as pro-poor employment, social services delivery or
building greater voice - which in turn will meet higher-level poverty reduction goals or greater opportunities
for women and girls. This point is particularly critical in the newer areas, such as governance and budget
support, where measuring changes in beneficiary lives is harder and more diffuse. Without more focused and
measurable outcomes, DFID-Bangladesh’s impact will not be known. Given the new and innovative focus on
governance and on even harder to measure results in improving government capacity and management it is
increasingly critical to ensure that monitoring mechanisms are in place.

3.88 The three M&E problems above are elaborated here. Firstly, as has already been stated,
the prevailing CAP Part llIs failed to work as performance frameworks. Country-level annual
reporting has been predominantly based on process indicators related to policy dialogue and
reform processes, rather than outcomes. This focus on process indicators makes it difficult to link
to more outcome-oriented national reporting systems (e.g. PARPA deliverables in Mozambique).

3.89 This problem with the nature of CAP objectives’ indicators and weaknesses in the
monitoring of the country strategies, means there is a limited evidence base for assessing
outcomes — both routinely, and in exercises such as the CPEs. This has been exacerbated by a
period of rapidly changing arrangements for programme monitoring by DFID — with the individual
elements of DFID’s performance reporting not linking well enough together to demonstrate how
programmes and advisory work contribute to DFID’s PSA. For example, documents made
available to one of the CPEs included the Annual Plan and Performance Review (APPR) 2001,

# White, H. & Booth, D. (2003). Using development goals to design country strategies. In: Targeting Development:
Critical Perspectives on the Millennium Development Goals. Black, R. & White, H. (eds.). Routledge, New York.
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CAP Annual Review 2003 and the PSA/DDP Annual Review 2004 — all using different formats
and combinations of narrative and rating assessments, and none of which were directly
comparable.

3.90 Secondly, while the OPR/PCR monitoring system provides useful means for project
monitoring, the availability of evidence for the new aid instruments is often patchy. In Bangladesh
there has been creditable, careful and routine assessment of project outputs and purposes
through the mandatory OPR process, and reviews are available for much, but not all, of the
portfolio. In Malawi and Ghana it was patchy, with significant gaps in Mozambique and Rwanda.

3.91 And thirdly, the measurement of intermediate outcomes from the different programme
themes/sectors has generally not been evident. In Ghana for example, DFID’s programme
arrangements have been stronger on monitoring than evaluation, and there are significant gaps
to understanding performance and achievements in sector programmes such as health, which
can help government inform future policy. In Mozambique the missing middle was seen as a gap
in measurement and reporting of intermediate outcomes that linked the three Key Change
Processes around which the programme had been structured. Without more focus on
measurable, intermediate outcomes, the impact of DFID’s programmes will not be known. As the
CPE for Bangladesh puts it, ‘While project outputs and purposes are carefully and routinely
estimated, the contribution that they make to over-arching programme outcomes — including on
general poverty and gender goals - is not clear.

3.92 The prime lesson is that the CAP guidance in force at the time that this cohort of CAPs
were drafted, led to a generation of country strategies that did not work as performance
frameworks. This is mainly a systems problem, and links back to the previous CAP guidance,
other reporting requirements and corporate approaches to M&E, which did not sufficiently
emphasise outcomes and aggregate programme impact. Several country offices have made
creditable efforts to improve performance management, but implementation of M&E systems has
generally been weak, undermining their ability to undertake evidence-based programming. The
CPEs identified a need for a reporting framework that clarifies measurable outcomes at the
country programme level. To achieve this, DFID would need to have a much more results-
oriented ‘Part III’ of the CAP, providing detail on the causality between programme activities and
measurable outcomes — i.e. filling the missing middle. This in turn would improve both annual
reporting up the cascade to DDPs and beyond, and the design of new investments. Indications
are that DFID has moved to address these issues, and that the new CAP guidance® is indeed
leading to a Performance Framework and Delivery Plan (Part llls as was) that will work better as
performance frameworks.

3.93 Specifically, actions that would improve M&E systems include:

. the CAP Quality Assurance Group ensuring that good quality CAP Performance
Framework and Delivery Plans are ubiquitous, and Regional Directors ensuring that
they are reported against in a rigorous and consistent way, that goes beyond
discussion of process

% Country Assistance Plan Guidance. Mandatory instructions and good practice guidance. (2006). DFID.
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. more specific guidance, and potentially training, should be provided to country
offices on designing and using better M&E systems and performance frameworks.
Training would be well timed in the run-up to CAP preparation

. a particular focus of guidance and training should be the development of
intermediate outcome indicators

. DFID needs to promote a more consistent approach to OPRs, to reduce variability
in the quality of the product and reliability of scoring. Gaps in the OPR system also
need to be plugged, so that it covers strategically significant investments below the
review threshold, and encompasses an assessment of key areas of non-spend
activity (‘non-spend projects’) such as most influencing and harmonisation work.

3.94 DFID regularly examines aspects of its performance. Without labouring the point, but
recognising the current heightened attention on outcomes and impact in development, its worth
citing two pertinent studies,”* undertaken during the period under evaluation. Both identified
similar weaknesses in DFID’s systems for monitoring and evaluating its development impact:

. ‘There is, nevertheless, a clear gap between what DFID aspires to achieve, and
what it can confidently demonstrate that it has achieved. This gap is to some extent
an inherent feature of development assistance. However, until DFID gives a higher
priority to performance assessment and evaluation, this gap will remain larger than
it need be. DFID needs to be more confident about independent verification and
assessment by its partners and others, and to increase the resources allocated to
evaluation. Equally important, but more difficult, will be to increase the incentives for
openness, learning and accountability within the organisation’. (EV640)

. ‘A common conclusion appears to be that while CSPs are highly effective as a
means of communicating the broad features of DFID’s analysis, programmes and
policies at the country level, they have been much less effective as tools to guide
DFID’s own decision making or as monitoring and evaluation frameworks’. (EV641)

3.6.2 Strengthening national monitoring functions

3.95 In addition to weaknesses in DFID’s own M&E processes, the country programmes could
have given higher priority to strengthening monitoring functions in government and by civil
society. In Malawi, the CPE notes that the assessment of development progress is constrained
by ‘a lack of up-to-date and credible official monitoring statistics’.

3.96 DFID Rwanda has supported a more effective PRS cycle and monitoring of poverty
reduction by developing national statistics and in particular the conduct of household surveys.
This is a good long-term strategy to develop capacity and it will provide data for policy analysis
— although statistics alone are only a small part of developing evaluation capacity. The poor
linkage between monitoring the PRS and MTEF illustrates this. In Rwanda, the PRS focuses on

* How Effective is DFID? An Independent Review of DFID’s Organisational and Developmental Effectiveness.
(EV640). (2002). DFID, London.
% Country Performance Synthesis Study. (EV641). (2003). DFID, London.
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outcomes and the MTEF on outputs, and both are monitored separately. Little work appears to
have been done to identify development pathways to link budget support or sectoral programmes
to PRS outcomes. Evaluation needs to ask not only what has been achieved, but why. Under
present arrangements few of the DFID programmes will generate evaluative evidence that can
be used by government to make policy decisions about effective transformation of resources into
development outcomes. In addition, arrangements for monitoring development outcomes arising
from PRBS have been unsatisfactory and leave the programme without any clear evidence to
support future policy. As a result, monitoring stops at the stage of budget allocation. Inadequate
attention has been paid to the need for reporting of budget execution and for periodic public
expenditure tracking, although this is now improving with a sectoral programme of public
expenditure tracking surveys. Hence in Rwanda and Malawi, the CPEs concluded that more
attention should be given to strengthening and diversifying national impact monitoring systems.

3.97 Nonetheless, there have been noteworthy activities supporting country-led M&E (Box 6).

Box 6 Examples of M&E successes (Rwanda and Ghana)

In Rwanda, the most comprehensive reporting has been for the education sector, where joint reviews have
been held annually since 2003. In Ghana, progress with M&E has been constructive in two main ways. First,
and for the programme as a whole, the decision to review the CSP was good and produced a stimulating
report with challenging conclusions and recommendations that were directly relevant to the CAP. The second
major area has been direct support to the M&E programme for the GPRS. This investment (£4.2 million) has
been a successful confidence-building initiative. The approach was designed around institutional development
in NDPC and central government, to bring sustainability. Three main products have been developed: an
Annual Performance Review; five Poverty and Social Impact Assessment reports; and ‘Community Voices’ a
pilot exercise in community-based monitoring. The outputs are of a good quality and it is highly creditable that
the approach has been so effective. But at the present time it is not sustainable as it is wholly dependent on
consultancy inputs and there has been virtually no capacity development within NDPC.

3.98 DFID’s respected support to PRS processes, high levels of influence in donor
harmonisation and budget support mechanisms, and its good relationships with government
make it well placed in all five countries to promote a stronger focus on capacity for monitoring in
government. This links to greater transparency and downward-oriented accountability systems
for the public sector, and should thus be part of the dialogue around PRSs and budget support.
In Mozambique, support to a national poverty monitoring framework led programme partners to
a mutual assessment of progress on poverty outcomes. There are joint PRS reviews in Rwanda,
as well as joint sector reviews in education with donors and government. Such joint reviews
provide a powerful tool - although they need to be grounded at the level of delivery, so that
resource flow can be traced back to improved service delivery for the poor.

3.99 Accountability can also be strengthened by DFID furthering its support to civil society. The
empowerment of citizens and non-state actors is important for developing the demand side of
good governance, monitoring and accountability. In Malawi for example, support to the Malawi
Economic Justice Network to monitor government was seen as highly valuable in scrutinising
PFM and PEM, as well as monitoring demand and performance in terms of service delivery. The
Mozambique CPE also notes that experience in addressing wider accountability mechanisms is
relevant to thinking of how to engage in fragile states.
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3.100 The overall lessons for measuring aid effectiveness are twofold: DFID needs to shift the
emphasis of its own reporting from process to outcomes, and in an increasingly harmonised and
aligned development environment, DFID needs to be providing more support to broad-based
national M&E systems.

3.7 Ways of working

3.101 This section discusses a small number of issues the CPEs raised related to ways of
working.

3.102 Getting closer to development realities - DFID is able to field high quality advisors,* and
its staff are generally well-respected in-country. In terms of improving ways of working however,
the CPEs found that more attention could be placed on balancing the shift upstream with
improved contact and interaction with levels at which government programmes are implemented.

3.103 A common finding is that as the programmes have moved upstream, there has been
closer engagement with central agencies and with higher levels of government. For example, in
Ghana, DFID staff share concerns expressed by development partners, that advisers now lack
the interactions with government programmes away from Accra that bring intelligence and insight
to inform policy. Similar issues were highlighted in Rwanda, Mozambique and Bangladesh. As
the intimate field-reality linkages diminish, and without good monitoring systems in place, not only
does the understanding and analysis of implementation realities decrease, but so does the
ability to ground-truth results and impact. This should not be interpreted as an urban versus rural
issue, it is a finding that DFID’s focus on central government and central processes has left it with
a reduced appreciation of the issues and real constraints to service delivery at the sharp-end.
The consequence of not being well engaged at operational and decentralised levels is a lack of
understanding of how central government processes and budgets are transformed into effective
service delivery programmes. Also, in the absence of systemic donor impact assessment,* this
makes DFID reliant on weak government M&E systems (which need development investment).
Indeed, the OECD DAC peer review has urged DFID that ‘greater effort should be made in
getting key staff closer to the development realities they support’ and that ‘DFID is encouraged
to further engage levels of government other than central government.’

3.104 The issue of staffing cycles has been dealt with as one of the factors influencing the way
CAPs are put into practice. However, it is worth reiterating it here. The operation of the staffing
cluster system is such that it drives quite frequent staff movements between parts of DFID’s
operation. This provides a corporate body of staff with a wide experience base, and staff with a
means of applying for jobs they want and pursuing their own career objectives.* However, it
means that UK-based staff spend only a few years in any one country office, which can
exacerbate the risk that programmes insufficiently recognise implementation difficulties. The
OECD DAC peer review was concerned that it affects continuity and consistency of DFID action
in the field. The CPEs raised the question whether more can be done to support in-post

¥ This view is also supported by the DAC Peer Review, which found DFID to have a ‘lean and well managed
delivery system’ with ‘high calibre and highly motivated staff’.

% When Will We Ever Learn? Improving Lives through Impact Evaluation. (2006). Centre for Global Development,
Washington D.C.

% Essential Guide to Rules and Tools. The Blue Book. (2005) DFID. London.
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promotion, so that country programmes derive the benefits of institutional memory and good
networking that longer spells in post would provide. The CPEs also raised a noteworthy question
regarding the balance of staff in country offices: despite headcounts, with an increasingly
decentralised aid programme, does DFID’s ratio of staff between headquarters offices and
country offices sufficiently reflect the balance of effort in aid investment? i.e. with decentralised
programmes, is there an argument for greater decentralisation staff at country level, resulting for
example in a smaller central policy division?

3.105 The CPEs raised a number of issues under a broad heading of knowledge management,
including — as above, staff turnover in the UK-based adviser cadre, eroding institutional memory
and leading to weaker contextual understanding; gaps in management information, such as
project records in PRISM; quality of performance-related management information on projects,
and low use of PRISM for overall results-based management (RBM).

3.106 Given the pace of staff rotation, there is a need for country offices to more systematically
promote the transfer of its institutional and contextual memory between staff moving in and out
of the office. SAIC staff would appear to be important in this regard, as they are more static. A
complement to knowledge transfer is access to good programme files. The CPEs placed heavy
reliance on the accumulated information in country offices’ programme files. Several of these
offices were going through the process of being inducted into QUEST around the time of
the evaluation visit. Experience with this raises the concern that the corporate knowledge bank
is thinned out during the QUEST process, and not recreated in such a rich fashion, risking
institutional memory being weakened further.

3.107 As has been stated, DFID’s country offices are well respected for their intellectual
capacity, and they commission studies, such as Drivers of Change, that can be very influential,
particularly within the office. However such contracted studies may be contrasted with the World
Bank’s Analytical and Advisory Activities (AAA) work. A difference is in the accessibility of these
studies and the extent to which they are communicated to partners outside DFID, and to other
parts of DFID. AAA work is more easily accessed and hence can have a wider influence. There
is scope here for DFID to take a more systematic approach, and do better in an area of strength
- intellectual contribution to development.

3.108 Finally, synthesising across the CPEs, it is possible to see a nexus of knowledge
management issues - M&E systems that are not sufficiently outcome oriented, and
systematically capture and learn from experience to only a limited extent; gaps in coverage of
OPRs; low use of PRISM for RBM; staff turnover eroding institutional memory; and concerns
about what electronic document management will mean for the knowledge and lesson legacy.
Taken together, these issues stand to leave country programmes exposed in relation to being
able to both provide sound account of their use of funds, and telling the impact stories.

3.109 The overall lesson in this knowledge management nexus is that DFID corporately needs
to make a joined up assessment of how it manages knowledge management, M&E and learning
at country level, with a view to recommending how these related areas are managed in a more
coherent fashion by country offices. The review would cover areas including: how the
organisation retains and passes on accumulated knowledge; doing more to generate lessons by
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giving more attention and resources to M&E; actively doing lesson learning by reviewing outputs
from the management information system.

3.110 Language was also highlighted in two CPEs from non-Anglophone countries. In Rwanda,
a low prioritisation of language as a communication issue and poor language skills amongst
advisers and TA have contributed to the distancing of DFID from middle management and rural
settings. This is partly mitigated by a focus on national systems — a level at which English is more
widely used. But in the absence of the networks that exist in neighbouring Anglophone countries
in the region, this strategic choice has left DFID less well informed. Similarly in Mozambique, the
CPE concluded that there should be greater support for language skills, and DFID’s recruitment
procedures should emphasise this ability in the case of non-English language postings.
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4 RECOMMENDATIONS AND DISCUSSION POINTS

4.1 This section builds on the findings and lessons from the five CPEs. The aim is to be
forward-looking and contribute meaningfully to the debate on increasing aid effectiveness.
Therefore this section centres on a limited number of major themes emerging from across the
CPEs. Based on a sample of five countries, recommendations are constrained by the evidence
base available, thus this section is framed as both recommendations and points around which
DFID needs to engage in further reflection and discussion.

4.1 Country Assistance Plans and programming cycles
Conclusions

4.2 The CPEs raised two major concerns relating to CAPs: first, weaknesses in the formulation
of CAPs, for example in creating a results framework, and second the implementation of country
programmes, which veer away from stated CAP plans. These two concerns are interrelated.

4.3 The CPEs found that CAPs took a long time to prepare and, although they were used to
guide subsequent programming, there were a significant number of examples where portfolios
differed from what was originally mapped out. This was partly a function of needing to adapt to
changed circumstances, opportunities and policy priorities. However, it was also due to more
arbitrary factors, such as the particular mix or interests of advisory staff or the individual
interpretation of country needs and priorities by a new Head of Office. This divergence was
possible because CAPs were permissive documents with weak performance frameworks, that
were often themselves modified and poorly monitored.

4.4 CAPs have a difficult task, they must set out a longer-term strategic direction, function as
a framework for allocation of human and financial resources, work as a results framework for
implementation, and build on the on-going project legacy. The task for country offices is to design
and manage CAPs that have a breadth of vision and flexibility to encompass the plan period, yet
not be so broad as to permit any course of action and not fulfil their allocative and monitoring
functions. The CPEs concluded that CAPs have not been used to steer investment choices as
well as they might — for some investments this is less of a concern, as they are broadly
consistent with overall strategic objectives. For other investments, flexible responses to new
opportunities are legitimate, and where outside CAP objectives, may indicate the need for CAP
revision, and also the difficulties in country offices’ ability to strategise and operate over a longer
impact horizons. Nonetheless, there remain a number of examples of investments which are
off-plan and less strategic, and these devalue the CAP as a document and as a key management
system component. Insufficient rigour in ensuring investments are designed to deliver against
specific and measurable CAP targets, and in monitoring of outcomes against CAP objectives is
part of why off-plan work occurs.

4.5 Many of the concerns with CAPs have been addressed in DFID’s new guidance note on
formulating CAPs.* This guidance is being used by countries currently updating their CAPs, and
more widely to revise Part Ill of existing CAPs to produce a Performance Framework and
Delivery Plan.

% Country Assistance Plan Guidance. Mandatory instructions and good practice guidance. (2006). DFID, London.
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46 The new CAP guidance is much clearer in that CAPs try to achieve two functions
simultaneously: ‘Country Assistance Plans have a dual role: as a key part of DFID’s corporate
planning and delivery cycle on the one hand; and as a framework for dialogue and mutual
accountability with partner governments and other donors in the country on the other hand.’ In
essence a strategic vision and an operational plan, which provides the link between strategic
objectives and the spending portfolio. The particular areas of improvement are that the strategic
horizon has been extended and the plan is a combined delivery plan and performance
framework. Thus, CAPs now look at least 5 years ahead, and become ‘rolling plans that are
updated every 3 to 5 years according to the political, budgetary and planning cycles of the
partner government’. The performance framework will both identify ‘the partner government
poverty reduction efforts that the country office will contribute to (outcomes and intermediate
outcomes)’ and ‘what the country office will do to support these efforts (outputs)’. Thus, the
missing focus on intermediate outcomes should now be better addressed, although better DFID
monitoring does not obviate the need for support to weak national PRS monitoring systems.

4.7 In addition to these improvements, as of mid June 2005, all CAPs have had to be quality
assured prior to submission for peer-review by a cross-divisional group led by Finance and
Corporate Performance Division.* This is a significant improvement with the potential to make a
large difference to the quality of a whole tier of key corporate documents. Ultimately however, the
proof of better CAPs will be in their monitorability and the consistency between plan and
implementation. This will require DFID to address some of the other factors that influence
programming, including - quality of political risk and scenario analysis, and examining the
cluster system to try to reduce its footprint on CAP implementation.

Recommendations

4.8 As indicated, the new CAP guidance addresses many of the concerns raised. It is thus
recommended that DFID senior management ensures new CAP guidance is followed and that
there is enhanced scrutiny of this through the Quality Assurance Group. At the country level, it is
recommended that all new financing proposals and project memoranda be explicitly linked to
CAP objectives and expected outcomes, and the new CAP performance monitoring framework,
and that these are routinely re-visited in OPRs/Annual Reviews.

4.9 However, it is also recommended that DFID considers how to introduce more flexibility
into CAP cycles to allow more frequent updating or adaptability in the light of changed
circumstances. The current emphasis on longer term Development Partnership Agreements
(DPAs) would appear to be developing country strategies in the right direction, and high priority
should be given to the further rolling-out of an ‘MoU/DPA plus CAP’ model, as in Rwanda. Thus,
where appropriate (i.e in countries where DFID can outline its commitments to a long-term high
value aid programme) a DPA or MoU and the CAP should explicitly fit together. This, together
with rolling CAPs, may permit a better separation of broad strategic direction and a framework
for operational decision making and M&E.

% This group consists of representatives from the International Divisions, Policy Division, Heads of Profession,
Finance and Corporate Performance Division, Evaluation Department, and may also involve a peer reviewer from a
country programme and/or a representative from Internal Audit Department.
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4.2 The Paris Declaration and aid instruments
Conclusions

4.10 For individual country programmes, the Paris Declaration sets a very clear direction of
travel. This is more specifically captured with country level targets in DFID’s Medium Term Action
Plan (MTAP) on Aid Effectiveness. In relation to aid effectiveness, the key conclusions emerging
from the CPEs are:

. the country programmes have been making good progress in the areas of
ownership, alignment and harmonisation. Progress was not as good in the area of
managing for results. Harmonisation is a particular strength, and an area in which
DFID plays a leading role, especially in shifting aid towards programme-based
approaches®

. there is insufficient use of shared analysis with other donors, and CAPs lack joint
donor analysis of their activities and division of labour

. the choice of aid instruments was not always strategic - in Mozambique, DFID drove
a harmonisation process, undertook suitable analysis, clearly made the correct
choice of aid instruments — investing a large amount of energy and time in the multi-
donor budget support. Elsewhere the analysis was found wanting, as the
assessment of country commitment to poverty reduction, human rights, and good
governance was over-optimistic, leading to less successful use of budget support

. in particular, political governance context is an important part of assessing the
environment for budget support decision. This is recognised by DFID, but there was
limited evidence of systematic analysis of political incentives in country system

. there is a general concern regarding effective sequencing and complementarity of
instruments. Incremental reform through sector approaches can lead to more
effective budget support. Also programmes need to be more strategic in how non-
budget support components complement budget support

. the process of selecting instruments must ensure that decision making privileges
are based on sound analysis of government alignment over exogenous pressures.
The CPEs found situations where TA and other investment could have been used
more strategically to add value to, and improve the effectiveness of, the main
budget support instrument

Recommendations

4.11 The CPEs point to shared analysis as an area for attention. It is recommended that CAP
formulation includes a more robust and comprehensive analysis of development partners’ and
government programmes and their fit with MDGs. This may be an area where the CAP guidance
requires strengthening, and should be a review focus for the CAP Quality Assessment Group.

%® Medium Term Action Plan on Aid Effectiveness — country level indicator No. 8.
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4.12 The increasing use of joint donor country strategies is however also addressing this issue.
It is thus recommended that the lessons from countries where joint assistance strategies (JASSs)
have been developed are incorporated in CAP guidance. In addition, it is recommended that
close attention is paid to progress being made towards MTAP target 9 (encourage shared
analysis), especially the increased use of joint donor reviews and joint country-led reviews.

413 In relation to aid instruments, the CPEs concur with the recommendations in the GBS
evaluation that (i) a more strategic approach to optimising complementarities between
instruments is needed, and (ii) there is much unexploited scope for coherence and coordination
in the application of technical cooperation to PFM. The CPEs also concur with the OECD DAC
peer review in that PRBS should be used in a consistent way as part of a range of instruments,
and that the impression that it may always be the preferred instrument should be avoided.

4.14 Itis recommended that DFID adopts a broader-based assessment of the suitability of the
budget support instrument in individual countries, in particular, analysis of political governance
risks in addition to FRA, and an assessment of the DFID transaction costs. The suitability
assessment should also draw on the lessons, if available from SWAps, and give consideration to
instrument sequencing where governance and PFM assessments are less favourable.

4.3 Communications
Conclusions

4.15 DFID’s new guidance on communications strategies® is mainly concerned with reputation,
branding, advocacy, and influencing. The CPEs demonstrate the weaknesses in DFID’s
approach to communications: communications have often been unidirectional — with DFID telling
development partners what it is doing, rather than communicating and having a dialogue about
its strategic choices. As one of the CPEs says: ‘DFID is not a listener’. The CPEs have a
number of examples of changes in approach that have been thought through internally, but
poorly communicated, with insufficient discussion and little explanation. These
misunderstandings damage DFID’s reputation.

Recommendations

4.16 Thus it is a general recommendation for those providing communications guidance in
DFID, that communications by country offices need to be reoriented so that there is less supply-
driven branding, ‘good news’ stories and communicating ‘to’, and more honest explanation of
strategy and tactics, and communicating ‘with’. There is also an associated need to engage
partners in dialogue earlier in planning processes if communication is to be more meaningful.
4.4 Civil society and demand-side governance

Conclusions

4.17 DFID has a deserved reputation for engagement with civil society and non-state actors.

¥ Communications for Effective Country Programmes. A Guide for DFID Staff. April 2006.

42



Recommendations and Discussion Points

But it is notable that non-state actors interviewed in the course of the CPEs believe that the
situation has changed, and they now experience a greater distance from DFID. This is expressed
more widely by civil society organisations.® Civil society has a key role to play in providing voice
for the citizenry and holding government to account. The concern from the CPEs is that the
balance between DFID support to these demand-side governance functions (i.e voice and
accountability) and its support to supply-side governance (i.e. state-centred) has tipped rather in
favour of the latter.

4.18 The reasons are ostensibly twofold: First, elements of a theory of change that tacitly says
that the approach is to get central government functioning first, especially from the perspective
of its macro-economic operations. And only then move on to getting service delivery functioning
better and supporting demand-side governance, in both of which there is a role for civil society.
The second reason is that where DFID is becoming closer to government and engaging with on
political governance issues, there is a risk that simultaneously working closely with civil society
threatens the relationship with government.

Recommendations
4.19 The recommendations are simply that DFID needs to ensure that country offices:

i) employ new aid instruments in a way that does provide spaces for civil society
involvement, and

ii) are clear themselves on the role of non-state actors, and maintain a maturity of
dialogue with government, that allows it to simultaneously engage in government-
to-government interaction around resource transfer and support civil society to
demand for greater transparency and accountability. Getting the balance right is
particularly important in the light of the focus of the third White Paper and the new
Governance and Transparency Fund.

% e.g. Country Programme Evaluation synthesis (2005/06).
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ANNEX 1 CPES: POLITICAL, SOCIAL AND ECONOMIC CONTEXT

Rwanda

The civil war and the genocide totally devastated Rwanda. Within three months, the genocide left
Rwanda with an unprecedented death toll of close to one million people and hundreds of
thousands of widows, orphans and disabled people. In one decade all human development
indicators collapsed. The prevalence of absolute poverty mounted from around 50% in the mid-
eighties to over 80% in 1994. After the genocide, 3 to 3.5 million people returned to their ‘colline’,
many other Rwandan (0.7 million people) had to be reintegrated in society after years of exile
abroad. Since then, Rwanda has achieved impressive progress and has put in place crucial
policies for pro-poor growth. After high growth in the initial rebound between 1995 and 2001,
Rwanda managed to achieve real GDP growth of 6% to 10% in the three years up to 2003.

Malawi

Malawi is an extremely poor country facing major challenges, with no clear route out of poverty;
it is a landlocked country, with high population density, an agriculture-based economy, and a high
incidence of HIV/AIDS. Malawi seems likely to remain aid-dependent for the conceivable future,
with donors having to operate in a difficult political environment. The United Nations Human
Development Report of 2003 ranks Malawi as 162™ out of 175 countries on the Human
Development Index. Poverty is pervasive and increasing. Gross National Income (GNI) per
capita has decreased from USD 200 in 1990 to USD 160 in 2002. The 1998 Integrated
Household Consumption Survey identified 65.3% of the population as poor and 28.2% as living
in dire poverty.

Ghana

Ghana has been one of the most stable countries in West and Central Africa in recent years. It
has been at the forefront of international attention in the region, and the first to adopt many
initiatives. It is one of only eight African countries on track to reach the poverty MDG target, but
with significant regional inequalities. Three northern regions are significantly poorer than the
south, which enjoys a better endowment of natural resources and historically has been favoured
with capital investment and social services. Aid flows have benefited from HIPC debt relief and
donors responded to the 2002 poverty reduction strategy with a programme of budget support
that now represents 40% of total aid and 10% of the government budget.

Bangladesh

In the last five years, average annual economic growth in Bangladesh has exceeded 5%, and the
country has demonstrated a rapid reduction in poverty incidence and good performance against
health and education targets - such as infant mortality and primary school enrolment, for which
it is on track to achieve its MDG targets. However per capita GDP is only USD 418 and due to
population growth, there remain 63 million poor in Bangladesh. Of continuing concern is
Bangladesh’s poor governance record; economic growth and poverty reduction achievements
are frustrated by lack of accountability and transparency, political instability, corruption and an
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excessively centralised system of governance. The Government is starting to make inroads into
areas such as fiscal and financial reform. However service delivery levels are weak, and as a
consequence NGOs play a major role in delivering basic services to the poor.

Mozambique

Despite the legacy of a protracted civil war and high vulnerability to natural disasters,
Mozambique’s recent macroeconomic and social development progress has been impressive
when compared to other African countries. During the last five years, GDP growth averaged 9%,
while the reduction in national poverty, from 69% to 54% between 1996-7 and 2002-3,
exceeded the government’s target of 60% by 2005. Infant mortality fell by 19% and has been
accompanied by improvements in immunization, maternal mortality and birth attendance.
However, the country still ranks 168™ out of 177 countries in terms of the Human Development
Index and despite poverty moving in the right direction, food insecurity shows little improvement,
income inequality has worsened, and achievement of almost two thirds of the MDG targets by
2015 remains unlikely. A critical factor affecting MDG achievements is soaring HIV and AIDS
prevalence, which has doubled in 6 years to 16%. Governance, although improving in some
areas like fiscal and financial management and public sector reform, lags behind in other key
domains including corruption control, political stability, regulatory reform, parliamentary scrutiny
and justice. The absence of a demand function outside government for improvements in budget
processes and outcomes, in particular, limits the extent to which benefits from growth and rising
aid flows can be re-distributed to the poor.

Table A Comparison of the Human Development Index, 2000 and 2005

2000 HDR 2005 HDR Difference
HDI rank GDP/capita HDI rank GDP/capita HDI rank GDP/capita

(1998) $PPP (1998) (2003) $PPP (2003) $PPP
Bangladesh 146 1,361 139 1,770 +7 +409
Ghana 129 1,735 138 2,238 -9 +503
Malawi 163 523 165 605 -2 +82
Mozambique 168 782 168 1,117 no change +335
Rwanda 164 660 159 1,268 +5 +608

Sources: UNDP Human Development Reports, 2000 and 2005.
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ANNEX 2 CPEs: AID DEPENDENCY AND DFID ODA

Table A2 Share of foreign aid to nation’s total resource requirements (%of GNI)

2000 2001 2002 2003 2004
Rwanda
GNI ($ million) 1796 1681 1713 1654 1814
All donors (ODA) 322 299 355 333 468
Percentage of GNI 18% 18% 21% 20% 26%
Malawi
GNI ($ million) 1708 1672 1820 1661 1772
All donors (ODA) 446 404 377 518 476
Percentage of GNI 26% 24% 21% 31% 27%
Ghana
GNI ($ million) 4831 5202 6031 7460 8470
All donors (ODA) 600 644 650 954 1358
Percentage of GNI 12% 12% 1% 13% 16%
Bangladesh
GNI ($ million) 48916 48636 49747 54778 59936
All donors (ODA) 1171 1030 913 1396 1405
Percentage of GNI 2% 2% 2% 3% 2%
Mozambique
GNI ($ million) 3454 3131 3408 4128 5203
All donors (ODA) 877 932 2203 1039 1228
Percentage of GNI 25% 30% 65% 25% 24%

Source: OECD-DAC International Development Statistics on line: Database on annual aggregates.
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Table A3 Net ODA Flows ($ million)

2000 2001 2002 2003 2004 2000-2004
Rwanda
All donors 322.0 298.5 355.0 3334 467.5 1776.4
United Kingdom 52.7 36.8 52.6 42.9 58.2 243.2
% of total Net ODA  16% 12% 15% 13% 12% 14%
Malawi
All donors 446.3 404.0 3771 518.1 476.1 2221.6
United Kingdom 99.9 66.5 50.2 111.1 119.5 447.2
% of total Net ODA  22% 16% 13% 21% 25% 20%
Ghana
All donors 600.4 643.6 649.8 954.2 1357.6 4205.6
United Kingdom 79.9 97.8 123.7 131.3 263.5 696.2
% of total Net ODA  13% 15% 19% 14% 19% 17%
Bangladesh
All donors 1171.3 1029.9 912.8 1396.1 1404.7 5914.8
United Kingdom 103.4 124.5 101.8 260.5 252.7 842.9
% of total Net ODA 9% 12% 1% 19% 18% 14%
Mozambique
All donors 877.0 932.0 2202.7 1038.9 1228.4 6279.0
United Kingdom 82.7 185.2 48.0 63.4 65.9 445.2
% of total Net ODA 9% 20% 2% 6% 5% 7%

Source: OECD-DAC International Development Statistics on line: Database on annual aggregates. Destination of
Official Development Assistance and Official Aid — Disbursements (Table 2a).

Table A4  DFID Bilateral aid, by country, region and all countries (£ million)

Total Region Region Global Global
(2000-2005) (Africa/Asia) (%) Total %

Rwanda 168.5 3,215.20 5.2% 6,961.90 2.4%
Malawi 257.4 3,215.20 8.0% 6,961.90 3.7%
Ghana 298.5 3,215.20 9.3% 6,961.90 4.3%
Bangladesh 386.4 2,342.70 16.5% 6,961.90 5.6%
Mozambique 181.4 3,215.20 5.6% 6,961.90 2.6%

1292.2 18.6%

Source: DFID Departmental Report 2005. Annex 1, Table 4.
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