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FOREWORD

MESSAGE FROM SECRETARY OF STATE TO DFID STAFF ON
HARMONISATION: IMPROVING AID EFFECTIVENESS AND SUPPORTING
POVERTY REDUCTION STRATEGIES

Today we are publishing DFID’s Action Plan To Promote Harmonisation. It builds on existing DFID work and will enable us to

align our country programmes better with Poverty Reduction Strategies.

Last year at Monterrey we saw a commitment to an increase in aid and a focus on achieving the Millennium Development Goals
(MDGs). Last month, the Chancellor and I launched a proposal for an International Financing Facility to raise the extra $50
billion needed to meet the MDGs. But as the Monterrey Consensus recognised, increased aid volume alone will not be enough.
Aid must also become more effective; first, to increase the likelihood of achieving the MDGs by enhancing the impact of aid;

and second to maintain public support in donor countries for rising aid levels.

Improving aid effectiveness is thus a key part of our mission — not just the $5bn a year of British aid but also working with others

to improve the effectiveness of the $52bn spending of the international community:

* by targeting aid on countries where it will have the biggest impact. This means focusing on low-income countries and
particularly those with a strong and effective commitment to poverty reduction, and finding better ways to help poor

people where this commitment does not exist; and

* by providing aid in ways most likely to contribute to sustainable poverty reduction. This means delivering aid in ways
that help build partner country capacity and which align programmes, procedures and timetables behind the national

poverty reduction strategy, its review cycle and budget.

Harmonisation is an integral part of delivering aid more effectively. I welcome the recent work by the Development Assistance
Committee’s Task Force on Donor Practices, chaired by Richard Manning, to provide guidance on good practice. The
Multilateral Development Banks are working to agree certain specific common procedures. Later this month Suma Chakrabarti
will be participating in a High Level Forum in Rome that will help to move donors from discussion of principles and these good
practices to further implementation on the ground. DFID will circulate this Harmonisation Action Plan at the Forum setting out

what we will do internally and where we will work with others more generally.

What does this all mean for DFID staff? First I should reassure you that harmonisation is not a new burden. It is not a central
initiative to be imposed on programme managers. It is not an objective in itself. It does not mean negotiation of uniform common

global procedures or “one size fits all”. And it is not an alternative to promoting partner country-led poverty reduction strategies.

Rather, harmonisation is all about continuing the progress we and others have made in simplifying the way we deliver aid so that

it:
J minimises the burden on partner countries;

*  is sufficiently flexible to reflect the specific circumstances in each partner country and, where appropriate, to enable

harmonisation around partner government systems; and
*  gives greater emphasis to building capacity in partner countries.

These are all principles that are already part of DFID’s support for Poverty Reduction Strategy (PRS) processes. As we move from
strategies to implementation, PRSs will not be effectively implemented unless both governments and donors make changes. From
the donor side, this means aligning programmes, procedures, and timetables behind the national PRS, PRS review cycle and
budget, and reducing the amount of aid provided through stand-alone projects. Harmonisation, which can be applied to all forms

of aid from projects to direct budget support, enables donors to reform the way aid is delivered to make these possible.
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Many of you have a role in taking forward this agenda. Central departments need to ensure that DFID procedures give
programme managers the flexibility to respond to the specific circumstances of a partner country whilst ensuring that sufficient
assurance can be given over the use of our funds. Programme managers need to ensure that they use the flexibility permitted by
DFID procedures and look for, and take, opportunities to simplify the design and implementation of projects and programmes. I

know that many of you are already doing that.

DFID’s Harmonisation Action Plan brings together a number of initiatives that you are already implementing or plan to

introduce this year, including:

*  review of certain central DFID procedures to ensure that they are consistent with the good practice guidance

produced by the DAC, and by the World Bank and IMF for PRS alignment;

*  revision of the guidance material and training used to explain DFID procedures to ensure programme managers

understand the key points in this guidance and they apply procedures proportionately;

*  anumber of country specific initiatives where DFID programme managers will contribute to simplifying aid delivery

on the ground.

The Plan also looks beyond DFID and sets out how we will work with other donors to support the efforts of multilateral
development organisations to simplify their procedures and enhance their flexibility. We want to get as many other donors as
possible to be prepared to do this and to encourage our partner countries to be readier to challenge individual donors where they

do not.

We need to be able to monitor our success in making these changes to learn from experience and to demonstrate success. The
Plan therefore also includes a commitment to contribute to work in the DAC and elsewhere in developing better indicators, to

produce a report on DFID’s performance against the Plan and to encourage an effective process of donor peer review.

Harmonisation is not of course a universal panacea. But it is an important way in which we, and others, can improve the
effectiveness of aid. I appreciate all the progress that you have made to date and encourage you to continue to build on this good

work.

Coe Star

SECRETARY OF STATE FOR INTERNATIONAL DEVELOPMENT
Feb 2003
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DFID ACTION PLAN TO PROMOTE HARMONISATION

INTRODUCTION

R This plan sets out how DFID is enhancing the
effectiveness of its development assistance by adopting the
principles and good practices set out in the DAC’s
Harmonising Donor Practices for Effective Aid Delivery. It
explains how harmonisation mutually reinforces DFID’s
objective of reducing poverty through support for partner
country-led poverty reduction strategies. It recognises that
DFID has already taken a number of steps that enhance its
ability to harmonise. It sets out three key areas for further
action centrally — a programme for review of internal
procedures to ensure that they are compliant with the Good
Practice Papers, revision of internal guidance material, and
training to ensure that procedures are applied
proportionately and with appropriate flexibility. It also
indicates how DFID will seek to promote harmonisable
policies and procedures within multilateral institutions for
improving harmonisation at the country level in a number of
specific countries. It sets out how it will monitor its own
performance against these commitments in an open manner
and offers itself to be part of a peer review process. DFID’s

full commitments are set out in two annexes.

HARMONISATION AND SUPPORT FOR POVERTY
REDUCTION STRATEGIES — MUTUALLY REINFORCING
AGENDAS

2. The British Government believes that development
assistance is most effective when focused on enabling
partner countries to develop and implement nationally
owned and led poverty reduction strategies (2000 White
Paper Eliminating World Poverty). This means donors
preparing and delivering aid in ways that strengthen partner
countries’ capacity to take this lead. Partner country poverty
reduction strategies (PRS) will not be effectively
implemented unless donors align their programmes,
procedures, and timetables behind the national PRS, PRS
review cycle and budget. We therefore welcome the fact that
the DAC Good Practice Papers Harmonising Donor Practices
for Effective Aid Delivery (GPP) are built on guiding
principles that recognise the primacy of such country-led
strategies, the importance of building partner country
capacity and, where possible, for donors to work through
partner country systems. The resulting good practices on

simplification and harmonisation provide valuable guidance

on how to improve the effectiveness of aid in building a
partner country’s ability to develop and implement its own
poverty reduction strategy. Harmonisation should not be
seen as a new initiative but as a way of enabling donors to

deliver this agenda agreed at Monterrey.

ENsSURING THAT DFID PoLiciEs AND PROCEDURES
ENABLE HARMONISATION

3. The importance attached by DFID to harmonisation
is reflected by a number of policy changes implemented in
2002 that enhance DFID’s ability to adopt the GPP guidance
through simplifying procedures and enabling greater
flexibility in their application. These include the untying of
British aid for all partner countries globally, new guidance for
preparing Country Assistance Plans based on partner
country poverty reduction strategies, the ability to make
financial commitments over a period that matches a partner
government’s budgetary planning horizon, increased
delegated authority to field offices, streamlining
consideration of project proposals, and an exercise that
eliminated a number of procedures or raised the threshold at

which they apply.

4. We recognise, however, that that there is room for
further progress in lightening the burden of our own
mandatory requirements and in ensuring that they are
sufficiently flexible to enable working with, and through,
partners’ systems whilst ensuring sufficient appraisal and risk
management. We will therefore review certain key
procedures in 2003 to ensure that they minimise
transactions costs and maximise flexibility whilst satisfying
DFID’s fiduciary requirements (see Annex 1). We will put in
place a system that encourages staff to challenge DFID
procedures if they are felt to be inconsistent with the Good

Practice Papers.

ENSURING THAT PROGRAMME STAFF APPLY
PROCEDURES PROPORTIONATELY AND WITH
APPROPRIATE FLEXIBILITY

5. It is not enough for correct procedures to be in place.
Programme staff need to be able to understand how the
procedures should be applied and face incentives
encouraging the adoption of good practice. At present
DFID’s written guidance (particularly “Office Instructions”)

and internal programme management training are out of

DFID
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date with insufficient emphasis given to proportionality in

the application of procedures.

6. DFID is committed to addressing these weaknesses
during 2003. The International Development Secretary has
circulated a message to all DFID staff explaining the
importance of harmonisation to DFID’s work. This will
followed up by Top Management in their visits to programme
departments and overseas offices. In addition, we will
produce a new up-to-date user-friendly revision of Office
Instructions by the end of 2003 and introduce a new
programme cycle management course by June. More
generally, we will work closely with other donors to identify
opportunities to provide joint staff training and will host a
meeting of 8 donors in September 2003 to promote this. (See
Annex 1.)

SUPPORTING HARMONISABLE POLICIES AND
PROCEDURES IN MULTILATERAL DEVELOPMENT
ORGANISATIONS

7. We will continue to work closely with multilateral
development organisations to support their progress in
simplifying procedures and making them more flexible,
including working at country level to deliver practical and
successful examples of harmonisation. With the World Bank,
Regional Development Banks and the European
Commission, we will put high priority on the harmonisation
of conditionality and performance frameworks for budget
support and on operationalising commitments made in the
Review of the Poverty Reduction Strategy paper (PRSP)
Approach, IMF/World Bank 2002. These commitments aim
to bring about closer alignment of donor policies, procedures
and practices with national PRS processes and cycles. In
Africa, DFID has made specific commitments to joint
working with the World Bank Africa Region, including the
increased use of pooled resources for technical assistance
and exploring the possibility of joint country analytical work.
We will work with the UN system to support their own
harmonisation efforts through the UNDAF process and
reform of the resident co-ordinator system, encouraging
consistency with other initiatives. We will also work with
other bilateral donors to monitor performance of multilateral
development organisations, against their own undertakings

to harmonise and work jointly with partner countries.

COUNTRY SPECIFIC INITIATIVES

8. For harmonisation to make a difference on the
ground not only requires changes to the enabling framework
within an organisation but also requires initiatives to
promote changes to specific country programmes. Each
Regional Division within DFID therefore has developed a
series of country specific harmonisation targets as part of
their Delivery Plans for 2003/04. These are attached as
Annex 2. Each Regional Division will also start to provide
material to the multi-donor Country Analytic Work website
as part of their plans to improve knowledge management

within their regions.

9. While harmonisation can and should be applied to all
forms of aid there is a particular need and opportunity for
donors providing budget support and sector programs to
make rapid progress. DFID will play a full part in supporting
the work of Strategic Partnership with Africa (SPA) to focus
SPA-6 on achieving concrete progress in aligning budget
support and sector programmes behind national PRSs in
Africa. This will include contributing to monitoring progress
against indicators of alignment, aligning/revising DFID
programmes and procedures to “lock them into” the PRS
framework, to the PRS review/budget cycle and to

participate in joint donor/partner Action Learning Missions.

DEMONSTRATING PROGRESS

10.  Donors need to demonstrate the progress they are
making in putting into effect emerging good practice. DFID

will contribute to this in three ways:

*  participate in DAC discussions to refine

measurable indicators;

*  support individual partner country led exercises to
monitor the adoption of good practices by donors;

and

e produce a short assessment of performance
against the attached DFID Action Plan by the
second quarter of 2004.

R We also believe that there should be a process of peer
review to encourage adoption of good practice and to help
share lessons in implementation. We will work with other
DAC Members to ensure that harmonisation is given

appropriate attention in future DAC Peer Reviews. This

DFID
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might usefully be supplemented by more in-depth peer
reviews focusing exclusively on harmonisation, which would
be more helpful to individual donors in identifying possible
areas of improvement. DFID is willing to be the subject of
any such process. We will also play our part in ensuring that
preparation for the planned stock-take by the DAC Senior
Level Meeting in December 2004 enables it to deliver clear

decisions on the DAC’s role in future years.

12. DFID also welcomes the cooperation between the
SPA and DAC to monitor progress against commitments
made by the G8 in their response to NEPAD. We will
contribute to the work of the SPA and DAC Secretariats to
devise indicators and establish appropriate review

mechanisms.

February 2003
DFID
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