


UN: the UN General Assembly hall during the MDG
Call to Action High-Level Event, September 2008.
(UN Photo/Marco Castro)

The UN is the custodian of the MDGs
with good reason. It pulls countries together
to find common solutions to critical global
challenges, especially those that affect the
poor. It did this in September last year at the
MDG Call to Action High-Level Event in New
York. And later this year, it will convene the
climate change negotiations in Copenhagen
(see Chapter 3). It also has the tools to help
the most conflict-stricken countries achieve
peace (see Chapter 4) and the ability to
respond to major disasters fast enough to
save many lives.

Acting Together
through the

International
System

We will:

e put more money through
UN system-wide funds like
the MDG Fund, Central
Emergency Response Fund and
Peacebuilding Fund, subject to
good performance.

¢ link UK core funding for
individual UN agencies to
impact, efficiency and reform.

e strengthen the role of UN
leaders so they can pull together
the work of UN agencies in
individual countries.

¢ push to conclude negotiations
on the creation of a single,
powerful UN agency for women
with a strong and visible leader.

But the UN is not all it could be. It
mirrors the complexity and diversity of its
192 member states. Its many agencies have
cumbersome arrangements for coordinating
with each other, which weakens their overall
impact.
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Gisenyi secondary school.
(Panos - Dieter Telemans)

Value for money: getting the most out of
International institutions

The UK will review and agree a new approach to multilateral funding, to ensure our
resources are directed where they can be used most effectively. In making new funding
decisions for the World Bank, Regional Banks, European Development Fund, Global
Funds and the UN Family, we will consider:

focus on the poorest countries, fragile states, most vulnerable people and the key
challenges facing them.

speed and responsiveness of funding and implementation, including average times
for appraisal and from approval to disbursement.

reduced burden of conditionality and transaction costs on partner countries, including
evidence of serious efforts to meet all international aid effectiveness targets by 2010.

evidence of strong and effective leadership by boards and management and
commitments to continuous improvement, value for money and reform.

specific progress in giving developing country governments representation and a
greater say in decision making.

opportunities for civil society to engage in policy debate.

strong evidence of accountability for performance and transparency.
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Development works: how the European
Commission improved access to clean

water in Uganda

“Since | got this water connection, I've been able to make more juice for my customers;
this has increased my income and | am now able to pay school fees for my children.”
(Joyce Namutebi, local business woman).

Before the Mid-Western Towns Water & Sanitation Project, the towns of Mubende,
Hoima and Masindi in Uganda faced water scarcity, high tariffs and health risks due to
inadequate water treatment and sanitation.

The European Commission provided €14.75 million between 2001 and 2007,
contributing to successfully securing safe and undisrupted water to around 25,000
people in the region.’’ The water sources are available within short walking distances
and the region has experienced a notable decrease in child mortality rates and
incidences of waterborne diseases.




The Bretton Woods
Institutions

At the G20 Summit in London in
2009, world leaders added renewed
urgency and impetus to the reform efforts
already underway in the “Bretton Woods
Institutions” — the International Monetary
Fund (IMF) and World Bank. Reform is
needed more than ever now, to create a
robust global financial system and to ensure
that the World Bank is able to implement its
development mandate.

G20 leaders agreed that the relevance,
effectiveness, legitimacy, credibility and
accountability of the institutions needed to
be strengthened. And that both the World
Bank and the IMF needed modernisation

so that they could assist all their members
and shareholders to manage the current
economic crisis and prevent future crises.

Making the IMF more effective

Leaders at the London Summit set
the context for sustained global growth

by agreeing to treble IMF resources to
$750 billion and support a new allocation
of Special Drawing Rights, the IMF’s
international reserve asset, of $250 billion.
Leaders also agreed to provide $6 billion
additional concessional and flexible finance
for the poorest countries over the next two
to three years.

These new resources flowing through
the IMF must go hand in hand with more
effective instruments and more say for
developing countries in how resources are
used. Building on the outcomes of the April
2009 London Summit, we will work with
G20 partners to propose reforms to improve
the responsiveness and adaptability of the

Acting Together
through the

International
System

International Financial Institutions such as
the IMF and World Bank, particularly when
dealing with crises.

We will:

e work with G20 partners to
propose reforms to improve the
responsiveness and adaptability
of the international financial
institutions.

The Fund has improved its facilities for
poor countries and as outlined in Chapter
2, these reforms have helped a swift

crisis response. Shortly before the London
Summit, further fundamental reforms to
instruments and policies were agreed. A
new instrument, the Flexible Credit Line
(FCL) gives countries finance as and when
they need it, to prevent and resolve liquidity
crises. The FCL is particularly useful for crisis
prevention purposes and is available to
countries that have sound macroeconomic
fundamentals and employ prudent policies.
And the IMF has made major reforms to its
conditionality policy.

Major failures in financial regulation
and supervision were fundamental causes of
the crisis. G20 Leaders agreed that the IMF,
working with the newly established Financial
Stability Board, should provide much better
early warning of macro-economic and
financial risks.
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Making a difference: less
conditionality at the World
Bank and IMF

In March 2009, the IMF made major
reforms to its conditionality policy
that applies to all countries. Structural
measures are no longer used as
binding conditions and may only

be used as benchmarks to monitor
progress. So now, the IMF no longer
bases its programme financing
decisions on policies such as countries’
approaches to privatisation and
capital market liberalisation. The UK
government and UK NGOs led the way
in calling for this wholesale reform. Its
achievement is testimony to a good
partnership between the Treasury and
DFID.

The UK has also pressed the

World Bank to reduce unnecessary
conditionality over a number of years.
The average number of conditions in
a typical Bank loan has fallen from
32in 1999 to 12 in 2007.'?® More
importantly, the Bank has stopped
imposing conditions on sensitive
policies such as privatisation and
liberalisation if country ownership is
uncertain or the political environment
is fragile.

Governance reform is an important
element of the overall package that leaders
agreed in London and will help ensure the
long-term relevance, effectiveness and
legitimacy of the IMF. The UK has advocated
a stronger voice and representation of
emerging markets and poor countries for

many years and will continue to work closely
with international colleagues to ensure

that the next quota reform can build on

the achievements agreed in the April 2008
reform package.

Tackling global and local
challenges through the World
Bank

An effective World Bank is essential
for global development efforts, including
our own. Thanks to its extensive funding,
expertise and influence, the Bank is at the
heart of the international development
system. It shares our ambition of eradicating
poverty.

The World Bank has a proven track
record. It scores better than any other
multilateral organisation against the Paris
indicators on aid effectiveness and also
DFID’s own assessment of multilateral
effectiveness. It has a strong culture of
innovation, evaluation and continual
improvement.

The World Bank responded quickly

to the food and fuel crises last year,
immediately helping to protect poor people
from the effects of high prices. In response
to the financial crisis, it has trebled its
lending to hard-hit middle income countries,
fast-tracked resources for the poorest
countries, and launched new initiatives to
support private sector and global trade
recovery via its private sector arm, the
International Finance Corporation (IFC).



We will:

¢ seek governance reform at the
World Bank, building on the
momentum of the G20 process,
to give developing countries a
stronger voice.

¢ help the World Bank act more
quickly and flexibly in response
to current and future challenges,
including by proposing
new instruments and more
decentralisation.

e encourage the World Bank
to put climate change and
environmental sustainability
at the heart of its poverty
reduction work.

e support the World Bank
in transforming its health
programmes.

e promote mainstreaming of
gender equality in all the World
Bank’s work.
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With help from the World Bank,
developing countries can make faster
progress towards the MDGs. But a greater
UK investment in the Bank should go hand in
hand with performance improvements. The
Bank needs better governance and greater
prioritisation. It must continue to get closer
to its clients in developing countries. And it
needs to show that its speed, adaptability and
flexibility in handling the global financial and
food crises permeate all that it does.

Progress against these issues will
influence our future funding decisions,
including next year’s negotiations on the

Acting Together
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replenishment of the Bank’s International
Development Association (IDA) — the
concessional loans and grants it uses to
support the poorest countries.

The UK will work to improve the World
Bank’s performance in five main ways.

First, the Bank needs to become more
legitimate. The UK will work to secure
shareholder agreement on changes to
voting reform by April 2010 that would
give developing countries more say. We will
continue to promote corporate governance
reforms that result in greater accountability
between shareholders and management. At
the London Summit we reached agreement
that the next Heads of the World Bank and
IMF will be selected in an open, transparent
and competitive process, regardless of
nationality.

As a shareholder, the UK will
encourage the World Bank to be more
responsive to the development priorities of
its partner countries. We will seek further
decentralisation of staff and decision
making to country offices, especially in
fragile countries. The UK will press for the
percentage of senior Bank staff working on
Africa who are based in the field, to increase
to at least 70% by 2012, with particular
consideration being given to fragile
countries.

Second, the World Bank needs to
become more flexible and swift in its
delivery. As part of this, the Bank should
quickly finalise the design of their new
Investment Lending Instrument so that the
average time it takes the Bank to process
its most common loan is reduced from
the current 18 months to no more than
12 months. We will also encourage other
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Central Asia: potato farming with
support from the World Bank
Food'Crisis Support Programme
(©Gennadiy Ratushenko/

World Bank) -;

Crisis Response Programme

In July 2008 Aida Satybaldev and her husband Urmat told social workers they could

no longer afford to feed their four children. Like many farmers in the Kyrgyz Republic,
they couldn’t make ends meet as seed and fertilizer costs soared, and food and dairy
prices tripled. By Spring 2009 Aida’s family was on a more stable footing thanks to

the distribution of seeds and fertilizer from the Global Food Crisis Response Fund
established by the World Bank to help developing countries deal with the impact of the

food crisis.

shareholders to withdraw their objections

to the Bank’s use of partner country
procurement and financial management
systems. In addition we will work with the
World Bank to develop, by next year, a new
crisis response instrument, to allow financing
to flow to the poorest countries and
households most affected by shocks.

Third, the World Bank must put climate
change and environmental sustainability at
the heart of its poverty reduction work. It
must help poor countries take advantage

of a possible climate change deal and to
prepare for a low carbon world, without
compromising their capacity for growth.

The UK will work with the World Bank

to increase the amount it invests in a low
carbon growth and reduce its investments in
high carbon projects.

As proposed in Chapter 3, we will
promote binding targets to increase the
proportion of its energy sector lending to
clean technology by 2012 and scaling up
lending for the use of renewables. We will
also help the Bank develop a robust
Environment Strategy which improves its
staff resources and skills to deal with
environmental issues, including the
sustainable use of natural resources.



World Bank number
crunching

e $46.8 billion = total estimated
commitments of IDA and IBRD 2009
fiscal year'?

e $24.5 billion = total commitments
of IDA and IBRD 2008 fiscal year'*®

e $4.3 billion = UK contribution to
IDA15

Fourth, the World Bank should
transform its health programmes. Its
technical leadership is helping drive forward
the International Health Partnership. But

it needs to make real improvements to its
own operations to provide more predictable
financing to governments for salaries and
drugs. It should conform to the principle

of ‘one plan, one budget, one results
framework’ in all International Health
Partnership countries and implement its
commitment that at least 80% of new
health support is joined with other donors
or uses country systems. The Bank should
support countries’ decisions on health
service provision, whether a public or private
model is favoured. And the Bank should
ensure that more of its financing for health
reaches the poor and vulnerable.

In all its work, we want the Bank

to make stronger commitments towards
building gender equality in its lending,
analytical work and dialogue with country
partners. We will also seek to ensure
mechanisms are established for increasing
investments on gender equality through the
next replenishment of the IDA, in line with
commitments made last year by the World
Bank President.

Acting Together
through the

International
System

Helping countries grow
through the regional
development banks

Strong regional coherence and co-
operation are essential for helping countries
tackle regional and global challenges.

The regional development banks (RDBs)

are particularly important for developing
countries. They can provide this coherence,
and often have legitimacy and regional
knowledge that global institutions struggle
to match.

We will:

e seek governance and
performance improvements at
all the RDBs.

e support and invest in the
African Development Bank to
help it become a world class
development institution.

These banks give valuable support

to the countries in their regions. They help
their borrowers invest for growth and
poverty reduction and have responded
quickly to the economic crisis — agreeing to
spend an additional $33 billion by 2011.
Increasingly, they are also helping countries
address important issues such as regional
infrastructure, climate change, water use
and fragile countries.

Most regional development banks

have made considerable performance and
governance improvements in recent years,
but there is still more progress to be made.
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The UK will seek further improvements
in governance and performance at all the
RDBs. We want the RDBs to make full use
of their new results systems; to delegate
decision making to regional or country
offices, and to ensure that some of their
income from loans and investments is
transferred to programmes that benefit

the poorest countries in their regions. We
will work to ensure that all the RDBs select
their Presidents on merit, irrespective of
nationality. Our future funding decisions for
the RDBs will consider progress against these
reforms.

The UK believes the African
Development Bank has made huge
improvements in its performance, and

has the potential to have an even bigger
impact on poverty in the region. So

we will continue to support and invest

in the African Development Bank as it
improves its effectiveness and efficiency.

We demonstrated our commitment and
confidence in the African Development Bank
by doubling our contribution to the African
Development Fund, which provides resources
for the poorest countries on the continent.

Ahead of the next Fund replenishment,
we will be looking for continued reform and
performance improvements at the African
Development Bank. In particular we expect
the Bank to streamline its systems to reduce
the time between approving projects and
releasing the money to less than 12 months;
make significant progress to decentralise,
with 15 fully-staffed offices operating
effectively with appropriate levels of decision
making authority; and establish results
frameworks for all its country strategies. We
will also use the replenishment negotiations

to push the Bank to increase and improve
its regional investments in infrastructure,
growth and integration.

Donald Kaberuka, President of the African Development
Bank. (Geoff Crawford for DFID)

Meeting growing
humanitarian demands

Humanitarian needs are growing.
Climate change is increasing the threat

from extreme weather events on top of the
continuing caseload of chronic humanitarian
crises in fragile countries. More people are
being pushed into extreme vulnerability, as
dwindling natural resources and fluctuating
commodity prices put pressure on land and
resources.



We will:

¢ |lobby internationally and
bilaterally for a stronger
humanitarian system and
humanitarian access.

e support an enlarged UN Central
Emergency Response Fund
(CERF).

¢ invest 10% of the funding
provided by DFID in response
to each major natural disaster
to prepare for and help prevent
future disasters.

¢ invest in the evidence base for
really effective humanitarian
aid.

¢ actively support humanitarian
action by NGOs and the Red
Cross Movement.
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Some estimate that by 2015 more than
375 million people are likely to be affected
by climate related disasters alone.”' Recent
reports suggest that global humanitarian

aid spending will need to increase from

its current level of $14 billion, to at least
$25 billion a year to keep pace with future
demands.™?

In addition to disaster-related demands,
the large caseload of chronic humanitarian
crises in conflict and fragile countries is set
to continue. And, in some cases, it appears
that access for humanitarian agencies is
worsening.

We need to make sure the
international system and national
governments can meet these needs. The UK
will do this in four ways.

Acting Together
through the

International
System

First, the UK will deepen efforts that
have already improved the humanitarian
system. There is now faster, more flexible
humanitarian funding, at the country level,
and through the UN Central Humanitarian
Response Fund (CERF). And there is better
trained humanitarian leadership and a more
predictable response led by the UN.

The UK will increase funding for the
CERF up to £60m annually, if other donors
also increase contributions, to double the
size of the CERF by 2013. The UK will work
towards an increase in the percentage of
humanitarian appeals being funded. This will
require better quality appeals which prioritise
the right humanitarian projects, and more
funding from UN member states.

DRC, North Kivu: a boy collects water for his family
in Kibati Camp for internally displaced people.
(Panos — Jenny Matthews)
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Vietnam: a Red
safer housing.

Crescent Societies)

Vietnam — a case study in national

disaster resilience

Vietnam is one of the most disaster-prone countries in the world. Over 70% of the
population is at risk from typhoons, floods, storm surges, flash floods, landslides or
mudflows.

The World Bank'’s Facility for Disaster Reduction and Recovery (GFDRR), funded by DFID,
is working with the Government of Vietnam to design innovative insurance mechanisms
that will protect the country against increased losses from weather-related disasters.

UNDP’s Bureau for Crisis Prevention and Recovery, also funded by DFID, supported

the Government to establish a Disaster Management Unit. This Unit has focused

on the management and dissemination of disaster information, resulting in better
prepared local authorities and populations. A national community-based disaster risk
management programme aims to reach more than ten thousand of the most vulnerable
communities. Anecdotal evidence suggests that small investments can result in real
reductions in loss, damage and disrupted livelihoods.




The UK will also lobby strongly

or improved humanitarian access, and

to hold countries to their human rights
commitments and obligations under
international humanitarian law. We will seek
a broader international consensus — with
newer donors as well as traditional donors —
about the role of humanitarian agencies and
support for humanitarian principles.

Second, the UK will continue to
invest 10% of the funding provided by
DFID in response to each major natural
disaster to prepare for and help prevent
future disasters.’? Vulnerable countries
will be helped to increase their resilience,
by funding work to strengthen national
systems and institutions in risk reduction,
preparedness, response and recovery
capacity.

Third, the UK will invest in building

a deeper humanitarian evidence base. We
need better needs assessments and better
evidence of the kinds of assistance which is
successful in order to make good funding
decisions. The UK will work to improve
humanitarian assessments and reporting by
humanitarian agencies.

Fourth, the UK will commit at least
£5 million a year in new core funding to
NGOs for humanitarian action. This will
be in addition to existing ongoing funding
arrangements for NGOs’ response to
humanitarian emergencies. We will work
to ensure that our funding enables NGOs
and the Red Cross to continue to operate
alongside the UN.

Acting Together
through the

International
System

Transforming how international
institutions work — and how the UK works
with them — will be critical to delivering

on our new priorities. But we will also

need to change the way DFID and the UK
government delivers development itself. This
is the subject of the next chapter.




