Future Development Agencies
Opinion

Finding a place of one’s own

Development agency choices in a new landscape:

Simon Maxwell

Development agencies face hard choices about their future priorities. The landscape is changing. Fewer
countries qualify as low income, and more of those that do can be classified as fragile states, requiring
different kinds of support. Global issues like climate change or trade play an ever more prominent role in
development policy-making. ‘Beyond Aid’ or ‘Policy Coherence for Development’ have become catch-
words. Further, there are more development actors, both public and private.

How, then, should development agencies position themselves? How can individual agencies identify their
comparative or competitive advantage? What mandates, powers and competencies will be required?

1 The new landscape of development cooperation

a) Development progress and the new global goals

The need to adopt new Sustainable Development Goals (SDGs), or new global goals, might be taken to
imply that we remain on an endless treadmill in tackling global poverty. That is not the case. Of course,
much remains to be done. 800 million people live in absolute poverty. Over 160 million children are
stunted by malnutrition. Maternal mortality still runs at over 200 women per hundred thousand live births.
And 57 million children are out of school. This year’s El Nino highlights the extreme vulnerability of the

1 Lightly amended text of the 2016 Hopper Lecture, University of Guelph, Canada, 23 February 2016. Audio of the lecture at
https://soundcloud.com/universityofguelph/hopper-lecture-2016. The lecture was also given at the Munk School of Global Affairs on
25 February 2016, which be viewed at http://hosting2.desire2learncapture.com/MUNK/1/Watch/835.aspx. Responsibility is the
author’s.
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world’s poorest, with over 10 million threatened by famine in Ethiopia. Over 60 million refugees and
displaced people live in often deplorable conditions. Each of these numbers represents a human tragedy.

And yet, consider that

e the proportion of people living below the poverty line dropped from half in 1990 to only
14% in 2015;

e 91% of children now go to school;
e the under-five mortality rate has dropped by more than half;
e as has maternal mortality; and

e according to the World Bank, there are only 31 countries now on the Low-income Country
list.

Overall, ‘development’ has been a success — driven by the people of developing countries themselves, by
their governments, and, to a limited extent, by aid.

In this context, the new global goals (Figure 1) offer ambitious targets to ‘finish the job’, especially with
regard to poverty and human development indicators. The ‘SDG-deficit’ is especially large in sub-
Saharan Africa. The global goals also, of course, do something else, which is to place environmental
goals on similar pedestals, with equal prominence. Dealing with climate change is especially important,
and is prominent after Paris. There are, however, other important environmental goals, including with
respect to air quality, oceans and biodiversity. In general, the new goals contain elements that relate to the
‘Five-Ps’, viz people, planet, prosperity, peace and partnership. They also apply to all countries, rich and
poor, North and South.

It remains to be seen whether an agenda this complex and on this scale can be made to stick. There will
certainly be difficult trade-offs and decisions about sequencing.

Figure 1: The new Global Goals
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b) Describing a new development agenda

The combination of development progress in some areas, and a lack of it in others — especially combined
with a new set of global goals — reframes the development agenda in four ways.

First, it is true that much remains to be done to achieve zero poverty, but much of that is in middle-
income countries where the case for aid is harder to make than in poor countries, and where aid is a much
smaller share of GNI.

Second, most low-income countries, which have fewer resources and less capacity to raise revenue
domestically, are fragile states. Of the 31 countries on the World Bank’s low-income country list, 18 are
also on the harmonised list of fragile states. Many of these countries (for example those in the Sahel, or
Somalia, or South Sudan) need multiple interventions, often including peace-making or peace-keeping —
tools not immediately classified under the heading of ‘development cooperation’. Humanitarian aid
becomes proportionately more important, especially in protracted crises. Various studies have suggested
that the proportion of poverty in fragile states is likely to rise: by 2030, two thirds to three quarters of
extreme poverty could be concentrated in fragile states (Figure 2).

Figure 2: Concentration of poverty in fragile states
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Third, the emphasis on ‘partnership’ in the SDGs (building on Goal 8 of the Millennium Development
Goal (MDG) framework) is a reminder that progress in developing countries is intimately linked to a wide
set of developed country policies. The specific targets cover: finance, technology, capacity-building,
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trade, policy coherence, and multi-stakeholder partnerships.? In fact, this is only a sub-set of the issues
normally covered by the Beyond Aid agenda. Figure 4 shows the topics raised by evidence to a UK
House of Commons Select Committee Enquiry into the subject in 2015: tax, corruption, human rights
conditionality, and the private sector all figured prominently.

Figure 3: Topics in the Beyond Aid agenda
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Finally, the new development agenda points to the importance of global action to achieve human
development goals. These ‘global public goods’ are essential building blocks for national development
strategies. There are many candidates, but in 2006, the International Task Force on Global Public Goods®
nominated six priorities that have stood the test of time: preventing the emergence and spread of
infectious disease; tackling climate change; enhancing international financial stability; strengthening the
international trading system; achieving peace and security; and generating knowledge. As the Task Force
observed in its report:

‘Most peoples’ lives are grounded in local and national contexts and conditions. Yet, more
and more, those lives are shaped by events, decisions and politics beyond national borders.

Indeed, the world’s promise can be realized and its perils restrained only through
extensive and ambitious cooperation across borders. Ours is a world of shared risks and
common opportunities, grounded in the realities of mutual dependence and growing
interconnection.’

The emphasis on global public goods suggests turning an old mantra on its head: not ‘think global, act
local’, but ‘think local, act global’.

2 https://sustainabledevelopment.un.org/sdgl17

3 http://keionline.org/misc-docs/socialgoods/International-Task-Force-on-Global-Public-Goods 2006.pdf
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c) A changing landscape of development finance

Two features characterize the changing landscape of development finance.

First, there is recognition that aid is declining as a share of the finance available to developing countries.
It is normal to distinguish public from private, and domestic from international. Domestically, total tax
collected in 2012, even in Africa, was ten times the volume of development assistance provided to the
continent®.  With regard to international finance, figures from the Organisation for Economic Co-
operation and Development’s Development Assistance Committee (OECD DAC) make clear that foreign
direct investment, bonds and remittances have all grown fast (Figure 4).

Figure 4: The relative weight of ODA in external financing to developing
countries, 2000-2011
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Of course, the position is not even across income groups. Figures from the European Report on
Development for 2015 confirm the change in the balance of resources, but also show that low-income

4 Source: http://www.oecd-
ilibrary.org/docserver/download/4314031e.pdf?expires=1454521287&id=id&acchname=guest&checksum=A8C17D805D9A0AFF8FF62F243730A

99D
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countries in particular remain dependent on official development assistance (ODA) (Figure 5).
Nevertheless, the Chair of the DAC, Erik Solheim, was surely right to observe that

‘There is plenty of money in the world that could be used for development. Just stopping the
enormous sums illegally flowing out of developing countries could provide billions of dollars
for poverty reduction. Redirecting fossil fuel subsidies to renewable sources of energy would
reduce the pace of climate change and more than double investments in green energy.
Every child would be enrolled in school and teachers celebrated as heroes if peace
entrepreneurs were able to mobilise as much money as war entrepreneurs. Money can be
allocated and used much more effectively if we choose to do so.”

Figure 5: Trends in finance ($Billion, 2011 prices) and financial flows (%GDP) by

income level
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The second trend is the proliferation and diversification of aid donors. ODI have captured this in their
work on the Age of Choice®, identifying the range of different channels (Figure 6), but also the growth in
the relative importance of non-traditional donors, global funds, climate finance, and philanthropic

5httg://www.oecd—
ilibrary.org/docserver/download/4314031e.pdf?expires=1454521287 &id=id&accname=quest&checksum=A8C17D805D9A0AFF8FF
62F243730A99D

6 http://www.odi.org/publications/7163-age-choice-developing-countries-new-aid-landscape
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assistance (Figure 7). The growth of climate finance illustrates the way in which global negotiations have
influenced financial flows.

Figure 6: Mapping traditional and non-traditional development assistance flows
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Figure 7: Trends in development assistance flows, 2000 and 2009 ($Billion)
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d) The future of development cooperation

To summarise, the adoption of the SDGs illustrates the importance of a new development agenda, which
will have to be tackled in a greater variety of settings, with a multiplicity of instruments, and in a more
complex financial environment. All this will change development cooperation. We might imagine that a
comparison of past and future development cooperation will be as in Figure 8: less emphasis on
traditional aid to stable, low income countries, and much more emphasis on deploying a range of Beyond
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Aid measures, including in crisis situations, but also in middle income countries. Importantly, this will
require close coordination across ministries and probably also, given the importance of global public
goods, a greater emphasis on multilateralism.

Figure 8: Implications for the future of development cooperation
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At ODI, this analysis has given life to a programme of work on Future Development Agencies’. We
concluded that

‘The test of any government system is whether it can deal efficiently and effectively with the
challenges it faces. In this case, the system needs to deliver aid at country level, integrate
the instruments of foreign policy in complex political emergencies, and help broker the global
deals that are necessary to provide global public goods.

There are many different models of organisation and path dependency is an important
determinant of institutional design. Nevertheless, there are core principles at stake.

First, both national interest and development coherence require that a joined-up approach be
in place.

Second, these approaches need to be articulated, possibly in the form of national strategies.

Third, different instruments need to be integrated, but without sacrificing the special
characteristics of each. In particular, the principles of humanitarian aid, including impartiality,
must be protected.

Fourth, there needs to be strong leadership from the centre, to prevent inter-institutional
conflict.

Fifth, the necessary skills need to be in place, both at country level and internationally.

Sixth, there needs to be constant assessment of performance, including through monitoring
and evaluation.’

The next section builds on these points.

7 http://www.odi.org/future-development-agencies
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2 Finding a place of one’s own

a) Responding to a new agenda

The ‘international community’ grapples daily in different ways with the challenge of delivering a new
agenda; for example, at the London Conference on Syria (migration and refugees)®, at the OECD/DAC
High Level Meeting (definitions of ODA)’, at meetings of the United Nations Framework Convention on
Climate Change (climate finance)'’, and at the Humanitarian Summit (funding protracted crises)".

Individual donors are also responding. A case in point is the UK, which published a new aid strategy in
November 2015.” The overall framing is that a re-think is required because global issues are more
prominent than before, and these affect both the development prospects of poor people, and the prosperity
and safety of the UK. In the words of the Preface

‘our aid budget will be restructured to ensure that it is spent on tackling the great global
challenges — from the root causes of mass migration and disease, to the threat of terrorism
and global climate change — all of which also directly threaten British interests.’

Four new strategic priorities are identified:

e Strengthening global peace, security and governance: the government will invest more to
tackle the causes of instability, insecurity and conflict, and to tackle crime and corruption.

e Strengthening resilience and response to crises: this includes more support for ongoing
crises including that in Syria and other countries in the Middle East and North Africa
region, more science and technology spend on global public health risks such as
antimicrobial resistance, and support for efforts to mitigate and adapt to climate change.

e Promoting global prosperity: the government will use ODA to promote economic
development and prosperity in the developing world, including in middle-income
countries.

e Tackling extreme poverty and helping the world’s most vulnerable.

The document promises a ‘geographic re-focus’, with more funding to fragile and conflict-affected states,
including Syria and other countries in the Middle East and North Africa. A cross-government approach is
promised, with ‘more aid administered by other Government Departments’. It makes many other specific
funding announcements, such as a new, £1.3billion Prosperity Fund, managed by the Foreign and
Commonwealth Office®, and an expanded Conflict, Security and Stability Fund, managed by the National
Security Council.** Further decisions will follow when outstanding reviews are completed, including
Bilateral and Multilateral Aid Reviews, and a Civil Society Review.

8 https://www.supportingsyria2016.com/

° http://www.oecd.org/dac/dac-hlm.htm

10 http://newsroom.unfccc.int/

11 https://www.worldhumanitariansummit.org/

12 https://www.gov.uk/government/uploads/system/uploads/attachment data/file/478834/ODA_strategy final_web_0905.pdf

13 https://www.gov.uk/government/publications/cross-government-prosperity-fund-programme

14 http://www.c-r.org/downloads/Joint%20SW_CR_1A%20briefing%200n%20CP%20CSSF%20BS0S%20-%20FINAL0914.pdf
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Other donors are engaged in similar reviews®, but a question arises about how the various pieces of the
jigsaw fit together. At the end of this process, will every donor look the same? Will all be pursuing the
same countries, programmes and spending opportunities?

b) From coordination and division of labour to comparative or competitive
advantage

A first answer to this is to hope that they will coordinate, following the aid effectiveness principles agreed
by the DAC in Paris in 2005," and subsequently reaffirmed in Accra and Busan.” In Europe, initial steps
have been taken in the direction of joint programming.’® More widely, there are initiatives underway at
the DAC on ‘division of labour’,” including the vexed question of how to rebalance aid between ‘aid
orphans’ and ‘aid darlings’ (Figure 9).

Figure 9: Number of aid relations
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15 For example, on the recent French reform, see: https://www.devex.com/news/what-afd-reform-means-for-the-future-of-french-
aid-87678

16 http://www.oecd.org/dac/effectiveness/34428351.pdf
17 http://lwww.oecd.org/dac/effectiveness/

18 http://ecdpm.org/publications/one-free-early-experiences-eu-joint-programming/ ; http://ec.europa.eu/smart-
regulation/roadmaps/docs/2016_devco_004_evaluation_roadmap_jp_en.pdf

19 http://www.oecd.org/dac/effectiveness/divisionoflabourforcomplementaritybackground.htm
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An alternative way to think about the problem is to approach it via the lens of comparative advantage, or,
in Michael Porter’s vocabulary, ‘competitive advantage’.?® This focuses attention on the resources and
capabilities of an entity, which can be intrinsic, but can also be built over time.?* There are many lists,
from different fields, of the factors that contribute to competitive advantage. For example, Figure 10
illustrates the resource and capability factors that might apply in a private sector enterprise; and Figure 11
shows the country-level framework used by the World Economic Forum in developing its
Competitiveness Index. Note especially the importance in these frameworks of flexibility and the capacity
to innovate. These are characteristics much-prized in development thinking, for example in work on
complexity theory.??

Figure 10: Sources of competitive advantage

Resources and Capabilities

According to the resource-based view, in order to develop a competitive advantage
the firm must have resources and capabilities that are superior to those of its
competitors. Without this superiority, the competitors simply could replicate what
the firm was doing and any advantage quickly would disappear.

Resources are the firm-specific assets useful for creating a cost or differentiation
advantage and that few competitors can acquire easily. The following are some
examples of such resources:

Patents and trademarks
Proprietary know-how
Installed customer base
Reputation of the firm
Brand equity

Capabilities refer to the firm's ability to utilize its resources effectively. An example
of a capability is the ability to bring a product to market faster than competitors.
Such capabilities are embedded in the routines of the organization and are not
easily documented as procedures and thus are difficult for competitors to replicate.

The firm's resources and capabilities together form its distinctive competencies.
These competencies enable innovation, efficiency, quality, and customer
responsiveness, all of which can be leveraged to create a cost advantage or a
differentiation advantage.

Source: http://www.quickmba.com/strategy/competitive-advantage/

20 http://www.hbs.edu/faculty/Pages/profile.aspx?facld=6532&facInfo=pub

21 On this, see the debate in 2009 between Justin Lin and Ha Joon Chang in Development Policy Review:

http://siteresources.worldbank.org/INTRANETTRADE/Resources/Internal-Training/287823-
1256848879189/LinChangeDPRDebatelndustrialPolicy.pdf

22 http://www.simonmaxwell.eu/blog/review-of-aid-on-the-edge-of-chaos-by-ben-ramalingam.html
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Figure 11: The Global Competitiveness Index Framework
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How might these ideas be applied to development cooperation agencies? Each has a history, an acquired
sectoral expertise and legitimacy, a geographical infrastructure, a set of current staff capabilities, and an
ongoing programme. Each is enmeshed in a web of international relationships and commitments. Each
plays by different internal rules relating to mandates and budgets. Each is embedded in an economic,
political and social context. Each is accountable to public opinion at home, and engages with a different
set of civil society actors (including development NGOs). Each has a different leadership with different
ideas about what matters in development, and a different appetite for change. A SWOT analysis is a good
way to start”.

2 Foran application to DFID, see http://www.simonmaxwell.eu/blog/finding-a-niche-for-dfid-in-the-sdgs.html
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None of these factors is immutable, but it is possible to imagine all of them shaping the way development

cooperation agencies respond to the new agenda. For most agencies, it is probably sensible not to try to do
s 24

everything. It is helpful to distinguish between the ‘must do’, ‘might do’ and ‘could do’.

Options include being (or some combination of being):

e Principally a broad bilateral aid donor, with multilateral contributions handled elsewhere in
Government and wider issues not especially high on the agenda;

e Principally a bilateral aid donor, with a very specific geographical or sectoral focus;
e Principally a bilateral aid donor, working mainly through NGOs;

e An all-encompassing aid donor, covering both bilateral and multilateral aspects (and
including humanitarian);

e A development actor, responsible for all aspects of development cooperation policy.

One way to represent the choices is in a scenario-planning matrix, as in Figure 12. The two key
dimensions are global versus national and aid versus development. This gives four options with key
differences in relation to the multilateral orientation of the agency and the balance between aid and non-
aid engagement.” Many agencies will be present in all four boxes, but will make choices at the margin.

Figure 12: Scenario planning matrix
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multilateral finance institutions
(inel global funds)

A development partner to
LLICS, LICs, MICs and BRICs

Development

Agency coordinating inputs
across Government to secure
peace and development in fragile
states

Agency as the Fragile State aid
Specialist

24 For an application to the priority-setting of the European External Action Service, see http://www.simonmaxwell.eu/blog/what-
should-be-the-priorities-for-the-new-eu-security-strategy.html.

25 There are other ways to cut the cake. For example, Dan Honing has researched the need for autonomy in highly complex
delivery environments. See: http.//scholar.harvard.edu/dhonig/home
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c) The building blocks of change

Indeed, Governments have to make choices about future development policy, best expressed in a White
Paper or similar. Beyond that, issues arise in relation to (a) legislation, (b) cross-government mandate and
institutions, (c) organisational structure, (d) staffing and competences, and (e) accountability. For
example:

e Should there be a governing law, setting out the objectives of development cooperation?

e Does the development agency need special authority and procedures to engage in non-
aid issues?

e Should there be a unified development budget, including bilateral and multilateral,
development and humanitarian, handled by a single agency?

e Does the development agency need non-aid specialists?

e Should parliamentary accountability be managed by a single committee, responsible for

all aspects of development policy, including these relating to e.g. trade, climate change
and security?

All these questions are much-debated in development circles. In the UK, for example, the House of
Commons International Development Select Committee touched on all of them in an important 2015
review of ‘The Future of Development Cooperation’.” It asked whether DFID should continue to exist, or
be merged into the Foreign and Commonwealth Office. It examined the role of the National Security
Council looked at the accountability framework, including the remit of the Independent Commission on

Aid Impact.”

As the Committee found, there are many different organisational models. See, for example, Figure 13,
which describes the organisational set up in different agencies. The Committee was advised, however,
that the fine detail of organisational structure was less determining of outcomes than the overall intent.
Nilima Gulrajani observed that

‘It is widely assumed that the functional task of managing aid and non-aid policies is better
achieved within a single organisational unit [...] (However) there are a number of reasons to
be sceptical about the narrative of policy coherence requiring and benefitting from a merger
of aid and development functions into a ministry of foreign affairs.’®

The OECD DAC concurred. It said that ‘looking across our reviews, it is clear that it is not the
institutional organisation so much as the inherent capabilities that make the difference in effective
development cooperation’.”® On the other hand, Annalisa Prizzon has found a strong correlation between
high level leadership, high ODA levels and effectiveness.*

26 http://www.publications.parliament.uk/pa/cm201415/cmselect/cmintdev/663/663.pdf

27 http://icai.independent.gov.uk/

28 http://www.publications.parliament.uk/pa/cm201415/cmselect/cmintdev/663/663.pdf

29 |bid.

30 http://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/9611.pdf
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On reflection, my own view is that, to avoid back-sliding, there is a strong case to be made for

e an overarching Act of Parliament, which specifies the objectives of all development
cooperation, including all aid and all related policies

e a single agency with the right competences and control over a unified budget; a set of
procedures across Government, including ex-ante impact assessments; and

e a single framework for cross-Government accountability, either to a National Audit Office,
or to an independent body like the Independent Commission on Aid Impact, both working
in tandem with a parliamentary committee.

Figure 13: Models of donor governance

Muodel 1: E.g. Norway, Denmark Maodel 2: E.g. Australia, Canada,
Finland, Greece, Ireland,
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Source: http://www.publications.parliament.uk/pa/cm201415/cmselect/cmintdev/663/663.pdf
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3 Conclusion

A final point is to emphasise that delivering change in the orientation and mission of development
agencies requires more than articulating a vision and proposing legislation. As Andrew Adonis, a former
UK Government Minister, emphasises in his book on education, ‘Education, Education, Education:
Reforming England’s Schools’*, leaders need to ‘lead and explain, lead and explain’. They need to build
coalitions of support, as well as delivery teams. Reform is a marathon and not a sprint.

31 https://www.bitebackpublishing.com/books/education-education-education
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