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Abstract:

The financial crisis has caused a great deal of heart-searching about whether current
approaches to international development will be adequate to achieve the Millennium
Development Goals — and about whether public support for aid can be sustained. These are
indeed challenging times, which require a new narrative on international development and
also significant changes to the way aid is organised and spent. The financial crisis is only one
driver, however. There are other challenges: the impact of China on the global economy;
international security;, and the growing importance of global and regional public goods,
including climate. A new approach to international development must start with values and
work from there.

Introduction

In this short paper, | want to make six points:

e First, the crisis: meltdown has been avoided, but there are significant impacts
nevertheless for developing countries and for poor people.

e Second, the causes: the development and social model needs fixing, but is not
broken beyond repair, at least by the crisis.

e Third, longer-term problems: climate change is the big issue, but there are others
which combine to demand a re-think of approaches to international development.

e Fourth, principled policy-making: new thinking needs to build on the core principles
of global social justice.

e Fifth, development cooperation: the priorities are better approaches across the
whole of government, and a greater commitment to multilateralism.

e Sixth, action points: among many urgent items, Europe must be high on the agenda.

Spain, it should be said, has become a prominent voice on all these points and has
demonstrated its commitment to international development, through its national
programmes, but also leading internationally, for example on the food crisis®. Spain’s
Presidency of the EU in 2010 provides an important platform for the next stage of
engagement.

! Senior Research Associate, Overseas Development Institute, 111, Westminster Bridge Road, London SE1 7JD,
UK. E-mail: s.maxwell@odi.org.uk. The paper was prepared in June 2009 for the Salamanca meeting, and
subject to relatively minor revision in September 2009.
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The crisis

It could have been worse. Strong leadership and the right policies have helped avoid
Armageddon, so far. The world is struggling with severe global recession, but there are signs
that an uneven global recovery may have begun in the second half of 2009.

There will be significant costs for developing countries, nonetheless, and a lagged recovery?®.
The aggregate numbers are well-known: developing countries as a whole will suffer a loss of
income of up to SUS 750 bn in 2009 as a result of lost growth, SUS 50 bn of that in Africa.
Some 90 million additional people will fall below the poverty line. These are real impacts,
with long-term consequences, for example as a result of increases in child under-nutrition.

Different transmission belts are at work, which mean that different countries are affected
differently by the crisis. Work at the ODI has identified the main drivers as: the falling
volume and price of exports from developing countries; lower remittances; falling foreign
direct investment and portfolio flows; and possibly lower aid®. For a selection of countries,
effects are described by te Velde as in Box 1:

Box 1

Key findings from case studies in Bangladesh, Benin, Bolivia, Cambodia, Ghana, Indonesia, Kenya, Nigeria,
Uganda, and Zambia

Key findings: transmission belts

. Portfolio investment flows fell dramatically in 2008 in most countries, and there were even shifts from
inflows to large net outflows, as well as a significant drop in equity markets in 2008 and into 2009. There
are signs of the tightening of credit conditions for bank lending in Cambodia, Ghana and Zambia. Foreign
Direct Investment (FDI) has been affected less, but this varies across countries, deteriorated during 2008.
The issuing of bonds has been put on hold in Ghana, Kenya and Uganda.

] The value of trade is declining. Indonesian exports of electronic products, for example, which account
for 15% of total exports, experienced a fall of 25% (in value terms) in January 2009 compared to January
2008 The value of garment exports in Cambodia dropped from a monthly average of $250 million in 2008
to $100 million in January 2009. Prices of most commodities such as copper and oil declined dramatically,
affecting countries such as Nigeria, Zambia and Bolivia. Cocoa and gold prices did not decline, however,
which is good news for countries such as Ghana. Imports bills for fertilizer and oil have declined, taking
some pressure off the current account in oil importing countries.

] Remittances are down in nearly all the countries studied. In Kenya, for example, remittances were
down by 27% in January 2009 compared to January 2008, following a volatile year. In Bangladesh
emigration fell by 38.8% between February 2008 and February 2009, jeopardising future remittances.

. There is little evidence of an aid pull out so far. While there was a fall in aid to Uganda in 2008, it may
be too soon to blame this on the crisis.

Key findings: Economic growth

] There was a general slowdown in economic growth throughout 2008 in countries with quarterly
statistics. The case studies point to even worse effects in 2009 and this is consistent with forecasts from the

? See an ODI Briefing Paper to this effect, published in September 2009:
http://www.odi.org.uk/resources/details.asp?id=2822&title=global-financial-crisis-developing-countries-crisis-
resilient-growth

* See te Velde, D, and toehrs, 2009, ‘The Global Financial Crisis and Developing Countries’, ODI Working
Pape r No 307, Overseas Development Institute, London,, June
(http://www.odi.org.uk/resources/details.asp?id=3413&title=global-financial-crisis-developing-countries-case-
studies-synthesis)




International Monetary Fund (IMF).

= Growth forecasts have been revised downwards in all countries. Cambodian growth, for example, is
set to fall from more than 10% in 2007 to close to zero in 2009. Kenyan growth may reach only 3-4% in
2009, down from 7% in 2007, after a sluggish 2008 dominated by political turmoil. Some other countries
such as Zambia have seen their growth prospects affected less, despite the impact of the global financial
crisis on the mining industry.

] Growth in countries is affected differently because of sector composition: tourism is affected in
Kenya and Cambodia; manufacturing in Asian countries; and commodities in Bolivia and Zambia.

] Manufacturing has been hit hard, especially in Asian countries that specialise in exports such as
garments (Cambodia) and electronics (Indonesia).

Countries that depend on exports have suffered disproportionately, such as Cambodia. Growth in Indonesia,
however, has been driven by overall consumption and services, so reductions in its exports have not had such
an impact.

Key findings: employment

] The garment industry in Cambodia, which employed around 350,000 people, has been hardest hit,
with approximately 51,000 people — many of them women — laid off between September 2008 and March
2009.

. FDI-generated employment in Ghana dropped from 15,526 people at the end of 2007 to 10,022 at the
end of 2008.

. In Indonesia, 37,905 workers had been laid off by February 2009 as a result of the crisis.

] In Kenya, the labour-intensive horticultural industry, which employs an estimated three million

people, had to cut around 1,200 jobs this year and suffered a 35% drop in exports of flowers.
. In Zambia, 8,100 of the 30,000 workers in the mining sector lost their jobs in 2008.
Key findings: poverty

Estimates suggest that the number of poor households may rise by:

= 300,000 in Bangladesh (0.2% of the population);
. 110,000 in Cambodia (0.8% of the population);
= 233,000 in Uganda (0.8% of the population);

= 230,000 in Ghana (1% of the population); and

= 650,000 in Indonesia (0.3% of the population).

Source: http://blogs.odi.org.uk/blogs/main/archive/2009/06/04/global_financial_crisis_poor_developing_countries.aspx

The causes

The debate continues about the causes of the crisis: a short-term shock caused by events in
the US banking sector, or a fundamental crisis of global capitalism?

The official position of the G-20, it is probably fair to say, comes closest to the first view. The
official communiqué issued at the end of the meeting in London on 2 April said

‘We face the greatest challenge to the world economy in modern times ... We
believe that the only sure foundation for sustainable globalisation and rising
prosperity for all is an open world economy based on market principles,
effective regulation, and strong global institutions.”

Others come closer to the second view. For example, the recently-published report of
Stiglitz Commission argues that

> See: http://www.londonsummit.gov.uk/resources/en/news/1 5766232/communique-020409
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‘the origins of the problem are deeper, and cannot be addressed simply by
repairing the ‘plumbing’ of the financial sector.’ (para 9)°

There is obviously considerable overlap in the policy recommendations that follow from
these different perspectives. Both favour a fiscal stimulus, including in and for developing
countries. Both oppose protectionism. Both see the need to reform international
institutions. Different analysis does, however, lead in different directions.

The Commission’s critique emphasises inter alia

e A misplaced belief that economic agents are rational, and that markets are efficient
and stable and able to absorb shocks;

e Growing interdependence of the world economy leading to an increase in
vulnerability;

e Growing global income inequality, leading to a reduction in aggregate demand, only
offset by unsustainable household indebtedness;

e Global imbalances and imbalances in global aggregate demand, leading to a global
version of the paradox of thrift;

e The weakening of automatic stabilisers, leading to greater instability in the world
economy; and

e The loss of ‘policy space’ as a result of international agreements, especially on trade.
Its overall judgement is damning:

‘While globalization offered the promise of greater economic stability it has led
to a global recession. Toxic products, flawed regulatory philosophies, and
deficient institutional practices were exported from countries claiming to be
exemplars for others to follow. The debate about appropriate institutional
practices and arrangements, and the economic, political, psychological and
social theories on which they rest will continue for years. However, it is clear
that current institutions and arrangements governing globalization and many
national government policies have been based on a certain set of ideas and
ideologies, while other ideas which might have been more helpful in avoiding
the crisis and mitigating its size were overlooked. The ideas and ideologies
underlying key aspects of what has variously been called neo-liberalism, market
fundamentalism, or the Washington consensus doctrines have been found
wanting.’ (Para 136)

This kind of analysis is familiar from the work of UNCTAD, as evidenced in its recent work on
the crisis.contribution contributin for the Trade and Development Board meeting in May
2009, concludes that

‘At the national level, the crisis has made it timely to review development
strategies so as to make them more sustainable against future external shocks,
focused on delivering broad-based and inclusive development, and responsive
to the imperatives of preserving the environment, while also providing new

8 See: http://www.un.org/ga/president/63/commission/financial commission.shtml
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economic opportunities. Developing countries need to continue to address
income inequality and to invest more in education, training, trade-adjustment
assistance, health care, community development and tax policy. The role of the
state in promoting development has increased in light of the crisis, and there is a
need to reflect on how this role can be effectively articulated.’
(http://www.unctad.org/en/docs/cicrpl_en.pdf).”

In thinking about these issues, | am led back to work | carried in 2005 on the Washington
Consensus, which led to a piece entitled ‘The Washington Consensus is Dead: Long Live the
Meta-Narrative’ (Maxwell 2005). In this, | argued for a 20-point statement of what
development policy was about, much of it relating to the issues which have come to the fore
since the crisis began. The full statement is in Appendix 1, and we will have occasion to
return to it, but for present purposes, the following extracts are relevant, and might offer a
Third Way between Stiglitz and the G-20:

‘...growth, even pro-poor growth, needs to be complemented by measures to
reduce asset and income inequality.

Considered in aggregate, developing countries, and the poor within them, can
only gain from a long term increase in trade, especially in manufactures and
services. However, they should absolutely not be exposed to sudden
liberalisation without substantial investment in capacity to supply and, equally
important, a guaranteed safety net against falling prices and import surges.

By the same token, market liberalisation within countries will deliver faster
growth and poverty reduction, provided markets exist and market institutions
are in place. Where these conditions are not met, prior investments are needed
and liberalisation should be phased.

Poor countries need well performing public institutions, low levels of corruption
and high quality service delivery. *

What priorities follow from this? Well, in reviewing the G-20 communique, it was helpful to
be able to draw on ODI’s work on the crisis and its Charter for the G-20%. The Charter argued
for: better monitoring of the effect of the crisis on the poor; opposition to protectionism,
including with respect to labour migration; a share of the fiscal stimulus to be spent in
Africa; a commitment to social protection; a big push on green growth; and a programme of
governance reform, to further open the club of big economies to the voice and votes of the
172 countries not invited to London.

How well did the G-20 match these aspirations? | suggested at the time that
‘The communiqué has many of the right words and some of the right measures:

First, the renewed commitment to the MDGs, to social protection, to food security,
and to aid — well, words are words, but it was by no means a foregone conclusion that

7 An elaborated version of the analysis, including work of the financialisation of commodity markets, can be
found in the Trade and Development Report for 2009, issued in September 2009:
http://www.unctad.org/Templates/webflyer.asp?docid=11911&intltemID=3492&lang=1

8 See: http://www.odi.org.uk/resources/details.asp?id=3169&title=g20-development-charter-global-recession
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development issues would feature with any prominence in the communiqué. That they
did reflects the presence of developing country members of the core G-20, but also
Gordon Brown’s personal commitment to the topic, and his decision to invite key
developing country organisations like the African Union to attend.

. Second, if the rich country stimulus works, poor countries will benefit. Remember
that the transmission belts from rich to poor involve trade in goods and services, foreign
direct investment and portfolio flows, remittances and aid: any measures that boost
demand for developing country exports, encourage investment, and create jobs for
migrants will be of direct benefit to poor countries.

Third, the $50 billion for poor countries is not enough to compensate for the $750
billion of lost growth in 2009 alone -- $50 billion of that in Africa. It is important that the
money be additional to aid already promised, including Aid for Trade. And we should be
careful that money given as grants by donor countries to the international institutions
does not turn into loans by them that then set up a new debt crisis. That said, new
money makes it more likely that social protection measures will actually happen, and
that new investments can be made to help Africa trade.

Fourth, the ritual commitment to conclude the Doha Round probably should not be
taken too seriously — and how small the benefit of $150 billion now looks, in a world of
multi-trillion dollar stimuli. However, a strong stand against protectionism is important,
especially if it actually changes behaviour.

Fifth, climate change gets a mention, but with too little detail to be able to judge
whether the political will is strong enough to match the need. The test will be in
Copenhagen.

Sixth, the measures on financial regulation, early warning and tax havens will
doubtless help to stabilise the world’s financial system and that will be of benefit to poor
countries.

Seventh, the modest moves on global governance are definitely less than needed,
but may create momentum for further change, especially moves to make the G-20 itself
more democratic and accountable. Bringing the whole circus into the orbit of the United
Nations remains the long-term goal, as many of us have argued in recent work on global
governance.

Eighth, the communiqué demands rigorous monitoring of the crisis itself, and, very
importantly, the response.”®

Longer-term problems

The global financial crisis has dominated the short-term agenda, but longer-term issues
have not disappeared. As Lord Nicholas Stern observed in October 2008, ‘the risk
consequences of ignoring climate change will be very much bigger than the consequences of
ignoring risks in the financial system’*°. And climate change is not the only issue.

? See: http://blogs.odi.org.uk/blogs/main/archive/2009/04/03/g20 developing countries recovery.aspx
19 See: http://www.reuters.com/article/environmentNews/idUSTRE49Q19120081027
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In my own work since 2006 on ‘What’s next in International Development?’*, | have
focused on three sets of issues, viz (a) the need for a new approach to globalisation,
especially following China’s entry into the world economy, (b) the interface between
development and security issues, globally and also in fragile states, and (c) a shift in focus
from national development strategies to regional and global public goods, including climate
change, financial stability, and other issues (Maxwell 2006).

These themes were evident at a conference convened by DFID in March 2009, with the
revealing title ‘Securing Our Common Future’*?. Longer-term challenges were identified as
including:

e The food and fuel crises;

e The concentration of poverty in fragile and conflict-affected states;
e Population growth;

e Urbanisation;

e C(Climate change;

e Other resource stresses;

e Globalisation; and

e Reform of the international system

These issues all have a national dimension, of course, but a striking feature is the salience of
cross-border issues and of issues which require whole-of-government approaches. The food
crisis is a case in point: caused largely by factors impinging on international markets
(drought in exporting countries, biofuel subsidies, high input prices, some speculation);
exacerbated by protectionism and other failures of international collaboration; and
requiring enhanced collective action to remedy. All these points were made at the Madrid
High-Level Meeting on Food Security for  All in January 2009
(http://www.ransa2009.org/html/en/index.htm).

Principled policy-making

If a new approach to development policy is required, then it is important to start with
principles.

The UN Millennium Declaration provides a foundation, as in Box 2. These values are rooted
in fundamental principles of human rights and human capabilities. They underpin, but are
actually broader and more radical, than the Millennium Development Goals.

Box 2

Fundamental Values on the UN Millennium Declaration

"' See Maxwell, S, 2006, “What’s next in International Deelopment’, Working Paper 270, Overseas
Development Institute, London: http://www.odi.org.uk/resources/download/1528.pdf
12 See: http://www.dfid.gov.uk/media-room/news-stories/2009/securing-our-common-future/
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Freedom. Men and women have the right to live their lives and raise their childran in dignity,
free from hunger and from the fear of viclence, oppression or injustice. Democratic and par-
ticipatory governance based on the will of the people best assures these rights.

Equality. No individual and no nation must be denied the opportunity to benefit from devel-
opment. The equal rights and opportunities of women and men must be assured.

Solidarity. Global challenges must be managed in 2 way that distributes the costs and burdens
fairly in accordance with basic principles of equity and social justice. Those who suffer or who
benefit least deserve help from those who benefit most.

Tolerance. Human beings must respect one other, in zall their diversity of belief, culture and
language. Differences within and between societies should be neither feared nor repressed,
but cherished as a precious asset of humanity. A culture of peace and dizlogue among all civili-
zations should be actively promoted.

Respect for nature. Prudence must be shown in the management of all living species and natu-
ral resources, in accordance with the precepts of sustainable development. Only in this way can
the immeasurable riches provided to us by nature be preserved and passed on to our descen-
dants. The current unsustainable patterns of production and consumption must be changed in
the interest of our future welfare and that of our descendants.

Shared responsibility. Responsibility for managing worldwide economic and social develop-
ment, as well as threats to international peace and security, must be shared among the nations
of the world and should be exercised multilaterzlly. As the most universal and most reprasen-
tative organization in the world, the United Nations must play the central role.

Source: UN (http://www.google.com/search?q=un+millennium+Declaration&rls=com.microsoft:en-gh:IE-
SearchBox&ie=UTF-8&0e=UTF-8&sourceid=ie7&rlz=117ADFA_en)

The Stiglitz Commission proposes a rather more operational set of principles, as follows:

Vii.
viii.

Restoring balance between the market and government
Greater transparency and accountability

Short run actions consistent with long run visions
Assessing distributive impacts

Avoiding an increase in global imbalance and asymmetries
Distribution and incidence of risk

Irreversibilities

Intellectual diversity

My own take on this,
has focused on the the concept of global social justice, which has strong intellectual
underpinnings, and which, at national level, has specific content. | particularly like the work
of David Miller, from Nuffield College, Oxford. In a book pubished by IPPR in 2005, edited by
Nick Pearce and Will Paxton, and called 'Social Justice: Building a Fairer Britain' he identified
four ‘principles' of social justice: (1) Equal citizenship, (2) Entitlement to a social minimum,
(3) Equality of Opportunity, and (4) Fair distribution. There are qualifications and subtleties
in the text, but it is easy to see that this is quite a radical platform, rights-based and strongly
linked to philosophical principles of distributive justice.




Re-thinking development cooperation

There are new challenges, short- and long-term. We have some principles to guide our
action, especially those rooted in notions of global social justice. What does this mean for
development cooperation?

There is obviously a very big agenda already on aid. Meeting Glenagles pledges remains an
oft-repeated mantra, which may or may not produce results, though some countries, the UK
and Spain included, have performed well. The Accra Agenda for Action remains the
touchstone for aid effectiveness™. There is a great deal of discussion about new vertical
funds and innovative sources of finance, like taxes on airline tickets or on currency
transactions.

There are, however, two over-arching issues. The first is about joined-up thinking on
international development, and the second is about the growing importance of
multilateralism. These, by the way, are two key themes of the new UK White Paper on
International Development, published in July 2009

Whole-of-Government approaches to international development

First, there is concern for what is often called ‘policy coherence’, but which is really about
how development is handled inside Government.

The Center for Global Development in Washington publishes a celebrated ‘commitment to
development’ index, which covers aid, trade, investment, migration, environment, security
and technology. Spain, by the way, ranks 12" out of 22 in the 2008 index
(http://www.cgdev.org/section/initiatives/ _active/cdi/), compared to the UK’s 6™,

The EU also has a workstream on this topic, reporting every two vyears
(http://ec.europa.eu/development/policies/policy_coherence_en.cfm). A report published
in September 2007, dealt with the topic under 12 headings:

e Trade
e Environment and climate change
e Security

e Agriculture

e Fisheries

e Social and employment policies
e Migration

e Research/Innovation

e Information Technology

e Transport and energy

'3 See: http://www.oecd.org/document/3/0,3343,en_2649 33721 41297219 1 1 1 1,00.html

' See: http://www.dfid.gov.uk/About-DFID/Quick-guide-to-DFID/How-we-do-it/Building-our-common-future/
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covering report in 2008 covered just a few of these
(http://ec.europa.eu/development/icenter/repository/SEC_2008_434 Policy _Coherence.pd
f). A new report was issued in September 2009"°.

It is fair to say that this is still work in progress for the Commission, but policy coherence is
bound to assume a larger role in development cooperation as new challenges emerge. The
interesting question is what this will mean for ministries and departments of development
cooperation. Will they find themselves largely confined to administering aid budgets, or will
they take on new responsibilities across government? In the UK, the creation in 1997 of a
Cabinet-level Department for International Development was intended to signal a higher
priority for development issues across Government, but of course other actors retain a very
strong interest in international issues, whether the Treasury on international finance, the
Foreign Office on security issues, or the Department for Energy and Climate Change on
those topics.

The necessary rise of multilateralism

There are instrumental reasons for favouring multilateral approaches to aid, especially given
the high transactions costs of bilateral aid for both donors and recipients. In contrast to the
coordination agenda of the Paris-Accra aid effectiveness agenda, | have long argued that the
right strategy is ‘Don’t just harmonise, multilateralise’.

But over and above the instrumental agenda, it is striking how much of the international
agenda requires collective action at regional or international level: financial regulation;
climate change; trade; security; technology; migration; disease threats; . .. The food crisis
again provides an illustrative example, with the early lead being taken by the World Bank
and the WFP, the baton being passed to a Summit at the FAO, and the detailed plans being
entrusted to a task force established by the Secretary General of the UN.

In more detail, it is possible to think of international collective action as fitting onto a seven
step ladder of progressively greater complexity:

i Information collection and dissemination;

ii. Technical co-ordination and standard-setting;

iii. Jointly-undertaken research on cross-cutting issues;

iv. Consensus-building, advocacy, and target-setting;

V. The preparation and negotiation of inter- national treaties or
conventions;

Vi. Co-ordination of action among agencies, both national and
international; and

vii. Direct action (development, humanitarian, peace-keeping).

13 See: http://ec.europa.cu/development/icenter/repository/COM_2009 458 partl en.pdf
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Figure 3 gives some examples of collective action under these different headings. Note that
some fit within a UN framework, others do not. For example, the internet is regulated
independently; the G8 has taken the lead on some aspects of international development;
and the Paris Declaration is a product of the OECD/DAC, not the UN. There is an increasing
tendency to set up multi-stake-holder groups or new initiatives involving the private sector:
for example, the World Economic Forum has established a Business Alliance Against Chronic
Hunger and a Global Education Initiative, among others®®.

Figure 3

Examples of collective action

Information collection and
dissemination

IMF International Financial Statistics
FAO Crop Outlook

International Energy Agency

Technical co-ordination and
standard-setting

FAO Codex Alimentarius
The Internet Architecture Board
Basel Agreement on bank regulation

Jointly-undertaken research on
cross-cutting issues

Consultative Group on International
Agricultural Research (CGIAR)

Consensus-building, advocacy, and
target-setting

World Commission on Dams

Millennium Declaration and
Millennium Development Goals

The preparation and negotiation of

Law of the Sea

international treaties Montreal Protocol on the ozone
layer

Nuclear Non-Proliferation Treaty
WTO

Paris Declaration on Aid
Effectiveness

Co-ordination of action among
national and international agencies
and the private sector

UNDP
WFP
Peace-keeping forces

Direct action (development,
humanitarian, peace-keeping)

It becomes relevant, then, to ask what kind of collective action is necessary to solve
different transnational problems, and how it should be organized. Is it appropriate to seek
single, unified organizations, or to allow, even encourage, a network approach? Importantly
for our purposes, what should be the role of development departments across this range of
issues?

My own view is that there is serious work to do in the UK and elsewhere on joining-up
thinking across Government, and in shaping new roles for development cooperation
departments. In thinking about this in a UK context, | have suggested that the problem can

16 See: http://www.weforum.org/en/initiatives/index.htm
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be approached either deductively (starting with a vision of what development is about, and
working down) or inductively, starting with what the development ministry actually does.
The latter provides useful insights. DIFD, for example, does far more than spend money. As
Figure 1 suggests, it has roles in the research and policy advice, and in the governance of the
international system. But how far does DFID, and its counterparts in other counties,
including the many where the counterpart is located within a Ministry of Foreign Affairs,
really drive policy?

Figure 1

What does DFID do®

Spending and Supervision of
o | bilateral aid

Analysis, Learning and
Policy Development

Coordination
of joint action
across HMIG

International
Megotiations

Advocacy and
Public
Accountability |- _—

Gaowvernance of the
| multilateral

system

A final thought on this. If the future progress in poverty reduction is likely to be shaped by
progress on policy coherence and by multilateral engagement, what competences will be
needed in development ministries and departments? Less expertise in managing aid, |
would suggest, and more in managing global negotiations.

What’s Next?

The crisis is serious and urgent, but only one of the challenges that mean development
policy needs to change quite quickly, and implementation capacity with it. Big decisions will
need to be taken, and they will need to be informed by principles, ideally rooted in a theory
of global social justice.

The list of policy decisions needed is large, with competing but overlapping agendas to be
found in the G-20 communique, the Stiglitz Report, and the most recent EU Council Decision
on development, from the GAERC in May
(http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/gena/107918.pdf).

The timetable of decision-making opportunities stretches out through 2009, with the EU
Council, the G8 and the G20 all meeting (Table 1). There may be a new European
Commission in October, or the current Commission may be extended. On 1 January 2010,
Spain takes over the Presidency of the EU.

12



Table 1
Timetable of meetings and events 2009

June G8 Development Ministers, Rome (11/12)

EU Council, Brussels (18/19)

The UN Conference on the financial and economic crisis, New York (24-26)
July G8in I’Aquila, Italy

September | G-20, Pittsburgh, USA (24/25)

October New European Commission

There is a special opportunity in 2009-10 to advance European development cooperation,
both substantively and organisationally. In the words of a background paper for an ODI-led

workshop on EU development cooperation, held in April 2009:

Securing a good outcome in Europe would be a very worthwhile ‘project’ for the European

‘This is a momentous year for EU development cooperation.

On the one hand, the ‘development project’ faces unprecedented challenge, the
result of a vicious interaction between the food, fuel and financial crises, with
climate change assuming ever-greater urgency. On the other hand, in 2009,
against the backdrop of the financial crisis, the EU faces major changes and
choices — the result of elections to the European Parliament, the appointment of
a new European Commission, the potential final ratification of the Lisbon Treaty
and the results of the fundamental budget review. Decisions made this year will
have a direct effect on the EU’s ability to live up to its potential as a proactive
and effective actor on the international stage.

At the end of 2009, the EU could find itself in a stronger position. The 27
Member States could be working towards a shared vision of development
cooperation, focused on eradicating poverty, pooling expertise and resources.
Or they could find themselves at cross-purposes.’ (Gavas 2009)

development community to take up. The development package submitted to the GAERC
needs to be delivered. A single development commissioner is necessary when the
Commission is reorganized and a new team installed.
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Appendix 1
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The meta-narrative (revised)

The Millennium Declaration provides the framework for thinking and action on
international development, beginning with core values like freedom, equality
and solidarity, and covering peace and security as well as development and
poverty reduction.

Each of these contributes to the others, and none should be pursued at the
expense of the others. Security does need attention, but development and
humanitarian money should not be ‘raided’ for that purpose.

Social exclusion is both a cause and a manifestation of poverty. That is why
action to tackle discrimination and guarantee all forms of rights needs to sit
side by side with action to increase income.

That is also why growth, even pro-poor growth, needs to be complemented by
measures to reduce asset and income inequality - equity has an instrumental
logic (redistribution can make growth easier and poverty reduction faster) but
also has intrinsic value in a fair global society.

Improving health and education contributes to the progressive achievement of
economic and social rights as well as to long term reduction of poverty, but
needs to be balanced against investment in productive sectors, especially
those (like rural development ) which benefit the poor. An imbalance in public
expenditure needs to be rectified.

Considered in aggregate, developing countries, and the poor within them, can
only gain from a long term increase in trade, especially in manufactures and
services. However, they should absolutely not be exposed to sudden
liberalisation without substantial investment in capacity to supply and, equally
important, a guaranteed safety net against falling prices and import surges.
Adjustment assistance needs greatly to be increased.

By the same token, market liberalisation within countries will deliver faster
growth and poverty reduction, provided markets exist and market institutions
are in place. Where these conditions are not met, prior investments are
needed and liberalisation should be phased.

Social protection - safeguarding health, nutrition and livelihood - needs to be
at the heart of poverty reduction strategies. It is right that no country
committed to universal primary education should be debarred from providing it
by lack of resources. The same should apply to any country committed to
eliminating hunger and malnutrition.

Poor countries need well performing public institutions, low levels of
corruption and high quality service delivery. There are no simple solutions -
certainly not simple targets - but a combination of results-based approaches,
local engagement, and, in some cases, the extension of choice, will do the
trick.

Poverty Reduction Strategies provide a good vehicle for concentrating the
minds of developing country governments and their people, as well as donors -
and should be judged both by their content and by the quality of the political
process they engender. For example, they should not neglect productive
sectors or cross-cutting issues like rural development.

Aid is essential to the rapid reduction of poverty, especially in the poorest
countries. The key decision is not about where to target aid - it should always
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seek out the poor - but rather about how to deploy aid in different kinds of
environment, including the war-torn and in failed states.

12 In failed states and poorly performing countries, development, relief and
security assistance need to find ways to work together, whilst still respecting
the principles of humanitarian intervention, especially impartiality and
neutrality. The most difficult countries to work in need renewed political
commitment and multiple and carefully coordinated interventions.

13 The Monterrey commitment to increased aid is a good starting point, but
further commitments will be needed. All developed countries should commit
to a specific date for reaching 0.7%.

14 Debt relief is appropriate in some countries, but should not be at the expense
of aid to other poor countries, some of which have managed to keep debt low.
The focus needs to be more on the total volume of resources reaching poor
countries, less on the modality of distribution.

15 Setting up global and other special funds does little to increase the total
volume of aid. They therefore have little value-added.

16 Furthermore, they distort expenditure, make national ownership of budgets
more difficult, and increase the transactions costs of providing development
assistance. Earmarking is wrong, and global and other special funds make it
worse.

17 Transactions costs would be greatly reduced (and the Rome principles on
harmonisation made much easier to achieve) if there were fewer bilateral
donors and if more money was channelled through multilateral agencies.
However, governance reform should be a pre-condition of any more money
going to the World Bank; and, in any case, the UN should take a greater share
in order to encourage competition in the system.

18 If the budget processes of developing country governments are to
predominate, and if those governments are to be accountable to their
electorates, most, if not all aid should eventually be delivered through budget
support.

19 Donor countries need to strengthen their partnerships with developing
countries, and in a way which encourages predictability, mutual accountability
and reciprocal obligations (for example on aid volume).

20 Rich countries should set more demanding targets for market access and the
reduction of subsidy distortions; and developing countries should also phase in
the liberalisation of trade between themselves.

Source: Maxwell, S, 2005, ‘The Washington Consensus is Dead: Long Live the Meta-
Narrative’, ODI Working Paper No 243, Overseas Development Institute, London, January
(http://www.odi.org.uk/resources/download/1809.pdf)
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