


but the idea of creating different levels of expectations on
mitigation for different categories of developing countries
appears most likely to promote realistic action based on the
specific circumstances of each country.

There can be no solution to this quandary without
establishing a rising price for carbon. While this price
must take into account a whole series of market- and
non-market-based factors, it will be a cornerstone on
which to base mitigation activities. It has the potential to
build a bridge between mitigation and adaptation, gener-
ating the funds for adaptation measures without having to
increase or draw on other forms of taxes or revenues.

A grand bargain along these lines is a real possibility in
Copenhagen. We cannot wait decades for a new agreement.
There are political and technical debates in the detail,
including the exact design of carbon price measures and the
speed of implementation, but the premise remains intact.
The Taskforce strongly agrees with the need for a global
price on carbon, but did not determine whether a tax or a

trade mechanism would be the best way to achieve it.

Natural Resources: Deforestation

Deforestation is an aspect of the climate change debate
that applies directly to developing countries, contributing
20 percent of global carbon emissions and undermining
the livelihoods of many indigenous people.'* There is
growing recognition of its impact: of the 14 environ-
mental funds that have sprung up to address mitigation
and adaptation, seven include funding for forest set-asides
or sequestration. The Reducing Emissions from Defores-
tation in Developing Countries (REDD) initiative is being
created to reduce deforestation by creating appropriate
financial incentives. The World Bank also has a number
of initiatives to reduce deforestation, including its Carbon
Finance Unit. However, an active debate is underway
about the most appropriate financing and governance
mechanism for these funds, including levels of represen-
tation from developed and developing countries.
Preventing deforestation is complicated by rising food

prices and demand for more food production—powerful

14“The REDD zone: World’s forests under negotiation at Bali TerraPass”

www.terrapass.com/ blog/posts/redd-zone-worlds-forests-under-
negotiation-at-bali.

economic pressures to expand arable acres regardless

of the cost to the environment. Subsidies encouraging

the use of grains and soybeans for biofuels—as well as
government requirements for biofuels use—add to the
pressure on available land. In addition, those who are the
strongest defenders of forests—the indigenous people
who live within them—rarely have a voice. Without efforts
to address the underlying causes of deforestation, efforts
to protect and conserve forests will not be sustainable.
The Kyoto Protocol, however, does not provide incen-
tives for sustainable management of forests. Expansion of
sustainable forest management, reforestation, as well as
deforestation, in both developing and developed countries

should be high on the mitigation agenda.

What should be done on mitigation?"

TASKFORCE RECOMMENDATIONS

Development considerations must be an integral part of
mitigation, as reflected in the set of principles outlined by
the Taskforce:

®  The world should take urgent, sustained action
to facilitate economic growth while taking strong
action on climate change. The longer the delay, the
more prohibitively expensive mitigation activities will
become. Current large-scale investments in public
works should include elements to reduce the level of
carbon emissions.

m  Establishing the price of carbon is critical, whether
this is achieved through a carbon market (such as a
cap-and-trade system) or a carbon tax. Climate change
results partly from market failure, as the harmful effects
of carbon do not emerge fully in the price of goods and
services. Substantial intervention will be required to
halve global carbon emissions. Different incentives in
the market must be created while avoiding distortions
or protectionism.

® Transformational technologies such as mechanisms
to capture wind and solar energy are undeniably

a core part of the solution. Partnerships from

'"We have adopted Sir Nicholas Stern’s 2008 report, Key Elements of a
Global Deal on Climate Change, but have incorporated a strong emphasis
on development.

TRANSATLANTIC TASKFORCE ON DEVELOPMENT



the private and public sectors to invest in such
technologies should be encouraged, especially at a
time when governments are investing to prop-up
economies. Investment in research and development
and carbon capture from both developed and
developing countries is critical.

Differentiated but equally important roles for
developed and developing countries need to be
established, with all countries acting in the short as
well as long term. Some form of differentiation among
developing countries ought to be considered for
mitigation, as well as adaptation, purposes.

Developed countries should commit to, and
implement, binding national emissions targets and
demonstrate that they can achieve low-carbon growth,
both to lower their per capita emissions and to provide
a credible path for other countries to adopt. They
should support national plans to mitigate emissions
and share resources or technologies in partnership with
developing countries.

Developing countries should commit to, and
implement, binding national emissions actions and
seek creative ways to grow without enormous increases
in their carbon emissions.

Developing countries should create and implement
emissions plans that are integrally connected into their
poverty reduction strategies. Developed countries
should promote this approach and supplement

it with complementary funding and support for
enabling policy environments, so that developing
countries can integrate emissions plans into poverty
reduction strategies.

Donors need to live up to their commitments to aid
reform and fulfill their pledges. They should make a
concerted effort to rebuild mutual trust in partnership
with recipients who have also fulfilled their obligations.
Avoiding deforestation and protecting conservation
and biodiversity should be a core component of
mitigation and adaptation activities. Indigenous
people should be partners in project design and
implementation, and measures to avoid
deforestation should form a key element of

carbon market mechanisms.

®  Funding to tackle climate change should not replace
or compete with funds for development assistance
and could be aligned to ODA. Adaptation measures,
in particular, will need financial resources well above
current levels of ODA and private philanthropy,
and corporate social responsibility, while welcome
and important, will not be remotely adequate. The
Taskforce considered the option of apportioning
a share of revenue from a carbon pricing scheme,
which would generate predictable financial flows to
developing countries on the scale required. As spending
for climate change programs increases, institutions
and mechanisms must be robust in promoting
accountability and evaluating whether funds have been
spent as intended.

m Existing subsidies and mandates for biofuels should
be eliminated, or at least minimized, given their
negative impacts on climate change and food security.
Support for biofuels should be provided only if there is
explicit evidence that they do not increase deforestation
and do not significantly increase the price of food.'®
However, this does not necessarily imply the creation of

new mandates or subsidies.

ADAPTATION

While some may question the impact of climate
change today, its real impact will become evident

over the next few decades. Societies will change, in
particular in developing countries that are experiencing
rapid economic growth. Climate change may not be the
first concern of developing countries anxious to promote
economic development, improve basic living standards,
and lower risks for their citizens. Yet, they will need to
adapt to climate change if their development is to be
sustainable, particularly over the medium to long term.
Adapting to climate change means addressing inter alia:
® Rural and agricultural stresses, such as crop failure, lack
of water, and drought.
®  Climate volatility, apparent in, for example, increased

and more intense disasters, such as cyclones, floods, and

'°If the United States wishes to use more ethanol, it should drop its tariffs
on imports of sugarcane-based ethanol, although it should be under

no illusion that increased ethanol use will lead to lower greenhouse

gas emissions.
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KEY MESSAGE

Over the next few decades, the real effects

of climate change will become evident and
uncompromising. Adaptation, therefore, has to
be one of the leading priorities for developed
and developing countries. They need to build
partnerships and support around adaptation,
mobilizing new resources and technical assis-
tance to tackle the impact of climate change
on the most vulnerable. Funding for climate
change should not compete with, or replace,
ODA for general development objectives.

hurricanes, and in the human impact of migration and
increased risk of conflict over scarce natural resources.
m Fisheries and coastal management crises, such as the
problem of rising sea levels.
m Increased threats to health, such as the rising incidence

of waterborne diseases.

Adaptation Strategies

Although the United Nations Framework Convention on
Climate Change (UNFCCC) does not distinguish between
developing countries, the Taskforce urges the consider-
ation of an approach based on the different circumstances
of developing countries. This is probably a more practical
approach, if results are to be achieved on the basis of the
varying capacities of individual countries. Developing
countries could, therefore, be categorized in three groups:
high-growth emerging market countries, developing
countries with reasonably effective institutions (and
steady but not spectacular growth rates), and developing
countries with stagnant growth, capacity, and governance
problems and/or conflict.

Looking at the three categories of countries, one can
expect three different development paths on adaptation to
climate change:
®  High-growth emerging market economies (such as

South Africa and India) will continue to grow, but are

likely to face significant agricultural losses in a hotter

world. Absent any technical innovation, yields are

threatened: for example, the estimated loss to India’s
agricultural productivity ranges from 29 percent under
a best-case scenario with carbon fertilization to 38
percent without it.”” This category includes countries
that are already demonstrating their ability to confront
the problem by developing their own national climate
change plans. They will be able to engage productively
with developed countries, for example, in joint
technology development and sharing responsibility in
overseeing the management of climate change.

® Developing countries with steady economic growth
(such as Ghana and Tanzania) need to develop their
institutional and technical capacities and combine
development and climate change activities. Central and
local government institutions within this group should
receive funding and technical assistance. This effort
should be supplemented by support for representative
civil society groups to promote local accountability and
greater local involvement.

= Countries with low capacity, high corruption and,
often, civil disorder (such as Haiti and Zimbabwe)
cannot manage climate change effectively and require
different kinds of funding and implementation
arrangements. Regional support and active engagement

from international and national NGOs are essential.

The integration of adaptation strategies and imple-
mentation into national development activities is
critical and should be supported by an additional

financial commitment from donors. Least Developed

'7Cline, William. “Global Warming and Agriculture: New Country
Estimates Show Developing Countries Face Declines in Agriculture
Productivity” Center for Global Development, 2007.

Example of effective
adaptation policy:

The Bangladesh Adaptation Fund is a
nationally-owned initiative that sources

money from different donors to spend within
Bangladesh. The money is disbursed on
climate change projects that are mainstreamed
alongside traditional development activities and
delivered through sectors.
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Countries have taken steps to create National Adaptation
Programmes of Action (NAPAs). Those NAPAs that

are in place should be screened for funding consider-
ation and integrated within development plans and
programs. Climate change and disaster risk reduction
should be integrated in planning and implementation
alongside other efforts in sectors such as health and

education, for example.

National and Regional Approaches

National approaches, on their own, are not enough, and
regional and cross-boundary activities on adaptation are
required. Regional approaches have the merits of working
from the basis of shared ecology, culture and language,
common development challenges, and mutually-owned
natural resources, stretching limited financial resources
further. Regional approaches are recommended under
certain circumstances, especially in the following areas:

m Strengthening regional centers for agricultural
research to provide leadership in such areas as crop
resilience and stress tolerance, natural resource
management, improving soil quality, and creating a
supportive institutional and policy environment.

m  Risk-sharing the costs of climate change, including
data collection, climate prediction, building regional
expertise, supporting regional disaster management,
and regional funding mechanisms.

® Natural resource management collaboration on
trans-boundary dams and hydroelectric power
production to ensure sustainability and benefit-
sharing of groundwater resources/aquifers, with the
incorporation of an environmental impact analysis.
Such benefit-sharing should not, however, supplant the
need for national ownership.

® Dealing with the socio-economic impact of climate
change, especially if environmental stress triggers
migration from, for example, countries with low-lying

coastal areas.

Investment in knowledge and technology is imper-
ative, with climate impact information produced and
disseminated regularly and continuously. Universities and

research institutions in the United States, the European

Union, and in developing countries need to invest to
nurture expertise in climate change and its impact on
development. The growth of experts from within devel-
oping countries could be promoted through scholarships
and training opportunities, South-South and North-South
exchanges, and more funding for secondary and tertiary
education in developing countries (against the prevailing
aid trend). Such experts ought to be able to promote more

sustainable projects.

Resilience and Risk

Resilience is an inherent ability in people and societies,
often referred to as the capacity of people to withstand
emergencies. In the context of global warming, this
resilience to risk can be enhanced by formal and informal
social safety nets, social protection, and traditional
insurance for health, land, crops, and buildings. In
addition, donors should support the building of local and
national capacity to assess and manage the increase of risk
stemming from climate change.

Disaster management at local, national, regional, and
global levels is a core component in developing resilience.
The International Strategy for Disaster Reduction (ISDR),
adopted in 2000 by the United Nations, aims to achieve
substantial reduction of disaster losses and build resilient
communities and nations. The Hyogo Framework for
Action is a key instrument for implementing disaster
risk reduction. Disaster management programs need to
recognize that prevention efforts are more economical than
disaster relief. Enormous levels of funding and technical
support often flow after a disaster has erupted, with too
little focus on the prevention of disasters or building the
resilience of people to withstand them. In addition, disaster
risk reduction needs to be climate sensitive to avoid imple-
menting measures that counter climate change objectives.

Deforestation also has a negative effect on the resil-
ience inherent in local communities, as forests represent
ecosystems that contribute to that long-term resilience.
This makes the inclusion of indigenous people in the
design and implementation of deforestation measures
even more compelling.

Water usage is one of the paramount challenges of many

developing countries, exacerbated by increasing populations
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and decreasing amounts of water. Both undermine liveli-
hoods and negate longstanding agreements between users,
as has been seen in relation to desertification in Africa. It

is unclear if climate change is likely to provoke increased
levels of conflict over such issues as water usage. Some
surprisingly strong evidence exists of frequent cooperation
over trans-boundary water resources even in times of strife,
although allocation arrangements tend to reflect existing
power inequalities. Examples include the Nile River Basin
and agreements between Israel and Jordan.

The United Nations or specific donors with relevant
experience could fund specific commissions to review
regions that may have a confluence of climate issues and
natural resource capacity or security problems, such as
India-Bangladesh, West Africa and Sub-Saharan Africa.
Both developed and developing countries should invest in
building organizational capacity to manage the increased

risk of changing natural resources.

Funding

Developing countries are very concerned that funds will
be diverted from other development activities. While the
primary responsibility lies with developing countries

to manage their national climate change and devel-
opment approaches, the European Union, the United
States, Canada, and other donors must build trust and
credibility by supporting fair, adequate, and predictable
funding. Donors need to live up to their previous commit-
ments, including those agreed in Paris and Accra on aid
transparency and effectiveness, to prevent complicated
additional financing or monitoring mechanisms.

The additional amounts required for adaptation are
difficult to estimate, but they are likely to be substantial,
with some estimates as high as the total amount of
current ODA." Finally, there other critical components

of development that must continue, including support

'8 The United Nations Development Programme (UNDP) estimates that
$86 billion a year will be required by 2015, with $44 billion annually for
“climate proofing” development investments (2005 prices), $40 billion

to build human resilience through investments in social protection and
wider human development strategies and $2 billion provision for disaster
and post-disaster recovery. Financing Adaptation to Climate Change
Background note: www.un.org/millenniumgoals/2008highlevel/pdf/
Background%:20note%20--%20Financing%?20Adaptation%20t0%20
Climate%20Change.pdf.

for better access to, and quality of, health and education
provision; reducing the burden of HIV/AIDS, malaria,
and other diseases; strengthening accountable governance;
and reforming agriculture and constructing infrastructure.
These aims would be undermined if funding is diverted

to climate change activities, however valuable the activity
might be—for example, preventing deforestation.

As already stated, funding to cover the additional
costs of measures that address climate change, be it for
mitigation or adaptation, should not compete with or
replace existing ODA. Currently, there are a number of
funding proposals being negotiated at UNFCCC with the
aim of coming to an agreement at COP15. An option may
be to apportion fees allocated from carbon pricing mecha-
nisms in a way that is not prone to annual budgetary
cycles or changes in domestic political priorities in donor
countries. The difficulty is to find a way that does not go
against current budgetary principles and the decision-
making rights of national governments.

The Taskforce considers that existing “vertical”
environmental funds are likely to be required to raise
greater amounts of money but that they must be spent
substantially at a “horizontal” level, through countries and
regions and through existing development sectors.

To increase effectiveness as well as equity, developing
countries need to have more decision-making authority
over global funds used for climate change. In terms
of planning, developing countries will need to plan
ahead on a timescale longer than most current donor

budget cycles.

What should be done on adaptation?

TASKFORCE RECOMMENDATIONS

®  Adaptation should be funded as an investment in
many forms, e.g. health, education, infrastructure, and
building institutional capacity.

® Some kind of differentiation among developing
countries at different stages of development would
help provide more relevant strategies, as different
adaptation strategies are required for each country.

®  Adaptation plans, such as NAPAs (National

Adaptation Programmes of Action), should be
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integrated in cross sector national plans and
strategies. Donors should support the implementation
of the plans and strategies including actions identified
in NAPAs. Risk reduction and assessment should be an
integral part of this work.

Principles of aid effectiveness and transparency
should be followed in providing additional assistance
for adaptation.

Regional approaches are recommended for

research, information dissemination, risk-sharing,
collaboration in natural resources management, and
managing disasters (including early warning and

disaster prevention).

®  Mechanisms should be found to share technology,

such as triangular exchanges between Southern and
Northern countries. Private sector involvement is

also necessary.

Major investments are needed in social protection
and social insurance.

The Hyogo Framework for Action should be

more broadly reviewed, adopted, and supported

by developing countries and donors. Groups of
specialists in climate change, development, and disaster
management should convene to share good practices ,
and build a platform for future collaboration.
Regional water management agreements should

be supported by the United Nations and the

European Union.
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Food Security
e

KEY MESSAGE

The recent food crisis has highlighted the
importance of food security and agricultural
development, and revealed severe flaws in
food markets. To protect the poor in a time
of economic crisis, governments, the private
sector, and civil society must work together
to expand food production, restore trust in
markets, and promote food security.

THE CURRENT SITUATION

his Taskforce is appalled that an estimated
923 million people worldwide are under-
nourished." Millions lack food security—
the regular, reliable access to enough
food to meet their nutritional needs—a
problem exacerbated by the recent food price crisis. Not
only are the absolute numbers of undernourished people
going up, but, for the first time in many years, the propor-
tion is also rising.
The Taskforce has worked to find common ground

and long-term, holistic solutions to the problems of

Source: FAO State of Food Insecurity in the World Report 2008. http://
www.fao.org/docrep/ 011/i0291e/i0291e00.htm

food security, including increasing investments in food
production, reducing barriers to trade, and improving
emergency response capacities. Specifically, we examined
five areas over the medium term: agricultural production,
trade, energy sources, biotechnology, and emergency
response. Many of these areas are especially resonant for
the transatlantic relationship.

There are at least three reasons why developed
countries should care about food security. One is humani-
tarian. Those with adequate food have a moral obligation
to prevent starvation in the face of disasters or widespread
poverty. Second, enough food at a reasonable price is a
prerequisite for achieving other developmental goals. A
good diet is vital for health, for example, while the lack
of it can mean lifelong health problems. Children cannot
learn at schools if their stomachs are empty, and this
undermines the long-term development prospects for any
country. Third, adequate food underpins national stability
and security. This was evident in the riots and social
unrest that flared in more than 30 countries—particularly
in urban areas—during the recent food price crisis.?

Food prices began to rise in the early 2000s—a rise
that started to escalate in 2006. They spiked in early 2008,
when the price of rice surged by 75 percent in two months

and the price of a ton of wheat reached $481, up from

2 A Call for a Strategic U.S. Approach to the Global Food Crisis, CSIS:
http://www.csis.org/media/ csis/pubs/080728_food_security.pdf
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$167 in January 2006. It was the worst price spike in more
than 30 years.

Hunger and food insecurity are, above all, linked to
poverty. In developed countries, higher food prices have
not undermined most peoples’ access to food or forced
them to change their way of life. For the world’s poor,
however, the story is very different. In a world where the
poorest spend as much as 70 percent of their income on
food, rising food prices may compel them to cut back
their spending on health care or their children’s education,
risking their future to feed themselves today. One
definition of absolute poverty is being unable to satisfy 80
percent of calorie needs with 80 percent of one’s income.

The food price crisis has pulled more people down into
poverty, undermining significant progress in achieving
the first United Nations Millennium Development Goal:
to halve the number of people in poverty. As a result of
the crisis, the World Bank estimates that an additional
105 million people have been living in poverty since
2005. As for hunger itself, provisional estimates from the
United Nations Food and Agriculture Organisation (FAO)
suggest that an additional 75 million people were added
to the total number of undernourished in 2007, relative
to 2003-2005. In Latin America and the Caribbean, for
example, a 15-year decline in both the number and
proportion of undernourished was reversed.

World prices of the major staples have now dropped
with extreme speed—a result of the global financial crisis
and a strong market response that has led to some recovery
in production, particularly in developed countries. Staple
commodity prices traded in world markets have returned
to 2006-2007 levels, but these markets trade less than
14 percent of cereal produced. There are fears that, in
many developing countries, prices may still be rising—
confirming the continued volatility of food prices.”!

What has fuelled this crisis? What lessons need to be
learned to prevent similar crises in the future? The crisis
itself, with food prices soaring and then falling, demon-
strated fundamental flaws in the way food is produced,
stored, traded, used, and consumed. Problems include

both short-term price volatility and the longer-term

' Mozambique and Ethiopia are two of examples of countries where
prices of key food crops keep rising.

challenges of expanding global food production and
ensuring food security for the poor.

High oil prices increased the cost of things that farmers
use, including fertilizer, gasoline, and natural gas to power
pumps and motors. A rapidly growing Asian middle
class demanded more protein-intensive diets, requiring
substantially higher levels of grain and soybeans. Other
factors included a poor Australian wheat crop, a weak
dollar that made U.S. grain relatively cheap in world
markets and led to the depletion of U.S. reserves, and
speculation in agricultural markets.

A significant new factor was the diversion of food
commodities—such as corn, soybean oil, rapeseed oil,
and palm oil—to biofuels production, as a result of
government policies in the United States and Europe that
included subsidies, tax incentives, tariff protections, and
mandatory blending requirements. The Taskforce views
these policies as reprehensible, given their impact on
the price and availability of food, which has a negative
impact on the poorest in developing countries. Biofuels
production between 2005 and 2007 absorbed the bulk of
the world’s increased production of cereals and vegetable
oil. That, in turn, was a key factor in the depletion of food
stocks in countries such as the United States. Studies by
the World Bank, FAO, OECD, academic economists, and
think tanks attribute a significant part of the food price
rise to biofuels (30 percent or more).* This added to the
perception of shortage, and increased price volatility.

Finally, many governments introduced export restric-
tions to reduce rising food prices and protect domestic
food supplies. When the crisis hit, many governments
acted on their own, whereas international collaboration

would have been better for global food security.

What should be done to promote food
security for the poor over the long term?

TASKFORCE RECOMMENDATIONS

®  Long-term solutions should include a large increase

in global production of food crops, with a strong

2]FPRI estimated that increased biofuel demand in 2000-2007 con-
tributed to 30 percent of the weighted average increase of cereal prices.
”High Food Prices, The What, Who and How of Proposed Policy Ac-
tions,” IFPRI, May 2008.
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emphasis on advances in developing countries to
promote food security, especially in Sub-Saharan
Africa, where governments and donors have neglected
the need to boost food production. Putting this right
will mean creating the conditions and infrastructure
that will give farmers access to adequate land, water,
and fertilizer, as well as credit and markets, so that
they can respond to food shortages quickly and on the
scale required.

®  Governments, the private sector, and civil society
organizations have important and complementary roles
in the promotion of food security. Local and national
governments can create the economic environment in
which the private sector can supply enough safe and
nutritious food. Governments in poor countries bear
the overall responsibility for food security and should
invest to raise productivity, especially the productivity
of small farmers. At all times, but especially in times of
crisis, they need to listen to their people, so that they
can act decisively and effectively to avoid widespread
starvation and disease. The role of the private sector
includes the production of consumer products and
services, the maintenance of food safety standards,
and support for an effective supply chain. Civil society
organizations can help to close or highlight any gaps.
All three have a responsibility to rise to the challenges

of emergency situations.

INVESTING IN FOOD SECURITY
Agriculture in developing countries, especially in

some African nations, has suffered from extreme
neglect over the past two decades. Donors have limited
their investment and focused on other, higher-profile
development initiatives. The “Green Revolution”—the
expansion of food production through plant breeding
and improved irrigation and agricultural practices—did
not take hold in Africa as it did in Asia, because condi-
tions were different. By and large, little has been done
to increase yields of indigenous African crops, or to
utilize the potential of biotechnology. Small farmers, in
particular, are unable to access seeds, fertilizers, or credit
on a sustainable, affordable basis. The impact of climate

change, population growth, and the migration of rural

people to the cities are likely to place colossal strains on
agriculture. Without sustained and broad investment,
food insecurity will increase and, as always, the poor will
bear the brunt.

Although food prices are lower now than they were in
mid 2008, this is still a time of relatively high food prices.
There will be winners and losers from a sustained period
of higher prices. Farmers in countries such as Brazil, India,
and China enjoy relatively strong infrastructure, services,
and government support, and are more likely to take
advantage of higher prices; but farmers in Africa—lacking
such advantages—could be left further behind. Given their
relatively low productivity, much of the increase in food
production should come from those developing countries
where there is the most scope for rapid increases in crop
yields. Increasing productivity is especially important
in Sub-Saharan Africa, where rural poverty is most
widespread. An agricultural sector that is more productive
will have a better chance of managing the volatility of food

prices, especially for the poor.

What should be done to increase
agricultural production?

TASKFORCE RECOMMENDATIONS

Invest in the fundamentals: policies,
partnerships and coordination

m Policy reforms are essential, including substantial
investment in research and development, the
introduction of sustainable agricultural practices,
expanded access to credit and markets, secure land
tenure systems, improved market institutions,
and extension services that support farmers at the

local level, spreading agricultural information and

KEY MESSAGE

Investment in agriculture is vital for the rest

of the economy. Investment is urgently needed in
Sub-Saharan Africa where rural poverty—and the
potential to boost productivity—are greatest.
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knowledge. In addition to the more effective use of
fertilizer, water, and other inputs, the massive post-
production losses resulting from inadequate on-farm
storage and farm-to-market road systems must be
addressed. While such reforms will need to be planned
and implemented by countries themselves — as they
have primary responsibility for their own markets —
donors, the private sector, and NGOs need to provide
active support.

A holistic focus on small farmers is needed, providing
targeted support such as technologies, inputs, and
knowledge. Most African farmers are women who
need gender-orientated extension services and more
equitable property rights laws. Improvement in

rural development can generate broad economic
opportunity. Yet, as larger food producers can respond
quickly to changing circumstances and expand
production, they are also important actors.

Close coordination between those involved in
expanding food production and those who are working
to promote food security is critical for effective
strategies. This coordination should include not

only specialist technical groups, such as nutritionists
or food scientists, but also the various multilateral
agricultural agencies in Rome and elsewhere. The
Taskforce urges leaders at the 2009 G8 Summit in La
Maddalena to call for, and commit to, the reform of
these agencies. Coordination will not happen without
strong political and organizational leadership, both
internationally and at a country level. One example of
the creation of effective incentives for cooperation is
the African Union’s Comprehensive Africa Agriculture
Development Program (CAADP).

Invest in infrastructure:

® Infrastructure, including roads, markets, and ports,

is vital to increasing agricultural production and
trade. The focus should be on simple, rural roads
and connections, and on improving the management
of the supply chain. The views of those who use this
infrastructure—particularly women—should be

included in the planning.

Invest for a changing world:

®  Climate change, pressure on water supplies, erosion,
and desertification should be factored into agricultural
development planning, especially investment in
drought-, flood-, and insect-resistant crops, as well as
crop diversification. Practical steps must be taken to
increase the ability of individuals and communities
to adapt to climate change, including support for
networks that manage precious water resources. »
Access to credit and insurance are particularly vital
in the face of increased climate volatility and the
greater magnitude and frequency of natural disasters.
Microcredit and micro insurance initiatives are to
be encouraged and scaled up. However, national and
larger-scale initiatives are likely to be needed.

m  Renewable sources of energy need further exploration
and the Taskforce welcomes the efforts of governments,
the private sector, and NGOs to increase the use of
renewable sources as an alternative to petroleum, both
on environmental and national security grounds.
However, biofuels are not the only source of renewable
energy. The Taskforce believes that investment in
renewable energies should continue and expand. In
particular, we encourage increased support for wind,

solar, and geothermal power.

Invest in research, development, and
better dissemination:

® Developing countries should deliver on their pledges
to invest in national, regional, or international research
institutions to examine how to address food needs
in a way that is tailored to local conditions, cultures,
and tastes. Efforts should include the creation of
independent and capable regulatory systems either in
country or for a region.

= Donor countries and international NGOs should
focus on three areas. First, they should increase funding
for reputable organizations that use scientific research

to work for sustainable food security and poverty

» Egypt and Nile Basin Countries, Egypt State Information Ser-
vice: http://www.sis.gov.eg/En/Politics/Foreign/ EAfrica/ENileBa-
sin/040310040000000001.htm
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reduction. The Consultative Group on International
Agricultural Research (CGIAR) is one example, and the
World Bank is to be applauded for pledging to double
its CGIAR contribution. FAO, meanwhile, is a vast
repository of agricultural information. Second, donors
and NGOs should work with developing countries
and the private sector to develop crops and cultivation
methods that increase the alternatives for small
farmers. Third, the gap between the latest innovations
and improved crops in the fields of the developing
world can be vast, with new technologies often beyond
the financial reach of small farmers, who are often
unaware of the latest developments. Donors and
developing-country governments working with local
NGOs and municipal and local institutions should
disseminate research results to local communities.
Agricultural extension workers should provide poor
individual farmers with free information in their local
languages, both written and oral, and support to help

them make use of new technologies and methods.

Invest in agricultural trade capacity:

® Donor support to help developing countries expand
their trade activities is sporadic, with notable
exceptions, and needs more focus alongside other
measures to tackle food security and economic growth.”
The Taskforce recommends that the European Union,
Canada, and the United States develop common food
safety and quality product standards on as many
products as are feasible to give poorer countries better

opportunities to trade.

OPENING THE DOORS:
TRADE BARRIERS AND LIBERALIZATION

gricultural policies in developed countries have often
Ahad an adverse impact on the ability of developing
countries to create healthy agricultural sectors at home
or to export food. Most counterproductive are the parts
of the EU’s Common Agricultural Policy (CAP) and the
2008 U.S. Farm Bill, which perpetuate subsidies that are

* http://www.cgiar.org/
» For example, Sweden and USAID.

economically inefficient. Food surpluses in both regions
kept world food prices low for decades and hindered the
ability of farmers in developing countries to compete

in world markets.?® Efforts to reform the CAP and U.S.
subsidies have been resisted, successfully, by entrenched
interests. This is compounded by the failure, to date, to
complete the World Trade Organization (WTO) Doha
Round, the “development round,” which aims to remove
or limit many of the worst trade-distorting policies.

Opver the last year, major food producers imposed export
restrictions and price controls to ensure domestic supply,
reduce the impact of higher prices on their populations,
and head off protests. Mindful of past famines, China and
India banned rice exports. Benin, China, and Malaysia,
among others, have imposed price controls. At the same
time, some food-importing countries lowered trade barriers
to boost imports. Both responses may reduce domestic food
shortages in the short-term, and lower trade barriers should
help stabilize and expand global food supplies. However,
these actions raised longer-term questions about the
stability of the international market.

It is vital to resolve such questions since not all
countries can grow enough food to feed their people, nor
should they have to. In a well-functioning global trading
system, they should be able to purchase whatever they
cannot produce themselves from those countries that
can. The quality of the land, the availability of water, and
climatic conditions are all constraining factors. Agriculture
places a colossal burden on limited freshwater supplies in
dry countries; it can, for example, require up to 70 percent

of available freshwater in certain parts of the Middle East.

What should be done to open the doors
to trade?

TASKFORCE RECOMMENDATIONS

Support WTO efforts to liberalize trade:

®  Multilateral agreements to liberalize international
trade are the most effective way to promote food

security for both food importers and exporters. The

*We recognize that lower prices have benefitted food importing coun-
tries, but believe that the distortions created by these policies have done
more harm than good overall.
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KEY MESSAGE

Unless the door for trade is opened, every
global market-based solution to food insecurity
will fail.

lack of a new WTO agreement after seven years of
negotiations is tragic, as most of the agricultural issues
have been resolved. The Taskforce urges the completion
of the Doha Round to establish agreed global rules
that would limit the trade-distorting measures that
harm developing country farmers and block their
access to world markets. A deal would also be a
welcome bulwark against the escalation of protectionist
measures in the global financial crisis. The Taskforce
recognizes that more open trade can create tensions
between importers on one hand, and food exporters
on the other, who may face domestic pressures to

limit exports and protect local consumers from

higher prices. Countries should, therefore, negotiate
under WTO auspices to limit export restrictions on
agricultural products. At the absolute minimum,
restrictions on the access and trans-shipment of food
for humanitarian purposes should be prohibited
immediately.

Developed countries should deliver on a commitment
to ensure 100 percent duty-free, quota-free (DFQF)
treatment for imports from all 49 Least Developed
Countries and extend DFQF to other countries where
appropriate. At present, some developed countries
collect more in tariff revenues on imports from certain
developing countries than they provide to them in aid.
Providing DFQF access for the poorest countries is

the right thing to do, both morally and economically.
By enabling improved market access for these nations,
we create the conditions where they can begin to lift
themselves out of poverty. And if they are able to

grow their economies significantly, local demand for
goods and services will increase, resulting in increased

imports from developed countries.

Eliminate, or at least reduce, agricultural
subsidies in the United States and
European Union:

m  Agricultural subsidies have strong support from
politically powerful domestic constituencies. While
they boost the income of farmers and provide a safety
net for an intrinsically risky business, the same result
could be achieved in ways that minimize the negative
impact on developing countries. Trade-distorting
subsidies should be eliminated. This will require
enormous political will but, with government budgets
on both sides of the Atlantic facing severe strains,
agricultural subsidies should be among the government

expenditures receiving a careful review.

Eliminate trade barriers between
developing countries:

® Some of the greatest barriers to trade exist between
developing countries and regions, especially in sub-
Saharan Africa. Cumbersome laws, regulations, and
customs duties, often combined with entrenched
corruption, significantly limit agricultural trade. The
Taskforce urges developing countries to eliminate or
drastically reduce their trade barriers with neighboring
and other countries. Donors should support the
removal of trade barriers by offering advice and
funding when governments are ready to implement

such policies.

REVISIT POLICIES ON BIOFUELS AND
GENETICALLY MODIFIED CROPS

The debate on the future of biofuels is taking place
on both sides of the Atlantic. Energy prices have
become closely tied to agricultural prices as a result of
the heavy use of petroleum-based farm inputs and the
emergence of a large biofuels industry where ethanol and
biodiesel prices move in tandem with oil prices. Since
2006, production of biofuels based on food grains has
grown exponentially, supported by generous subsidies and

mandatory targets in the United States and the European
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Union, and they have been a significant factor in higher
food prices. Estimates on the impact on food prices vary
widely, but are generally in the region of 30—40 percent.”’

Taking food and turning it into fuel might be
justified if biofuels reduced greenhouse gas emissions
and promoted energy independence. But there is broad
disagreement on their ability to do either. Models that
factor in the greenhouse gas emissions that result from
cutting down forests or plowing new lands to plant crops
for biofuels suggest that, with the possible exception of
sugar cane-based ethanol, biofuels production contributes
to increased greenhouse gases. At the same time, the
impact of biofuels on oil imports appears marginal. Some
Taskforce members made other assessments than the
above. Even so, biofuels should not be pushed into the
”too difficult” column of policymaking and politics. The
impact on the poor of policies that favor biofuels must be
addressed by political leaders and corporate executives. It
is important to introduce safeguards and other important
measures now, before entrenched subsidies become too
difficult to withdraw.

Similarly, the use of genetically modified organisms
(GMOs) in the food system remains highly controversial.
Unlike the United States, the European Union has strong
import barriers on GMOs and most European consumers
prefer non-GMO food because of their potential impact
on health and the environment. Rising food prices have
not substantially changed public views in the European
Union, although the U.K. Environment Minister recently
argued that “the Government had a ‘moral responsibility’
to investigate whether GM crops could help alleviate
hunger in the developing world.”*® Predominantly,
the debate revolves around the scientific evidence, the
regulatory context, the supply systems, and pricing mecha-
nisms. It is time to revisit the issue, drawing on the best
available science and considering the appropriate role of
the public sector in tackling genuine policy concerns and
providing investment. It is projected that the world will
have to feed an additional three billion people by 2050.%

7 http://www.guardian.co.uk/environment/2008/jul/03/biofuels.renew-
ableenergy
#http://www.guardian.co.uk/environment/2008/aug/17/gmcrops.
greenpolitics

#2006 World Population Prospects: http://esa.un.org/unpp/p2k0data.asp

KEY MESSAGE

The need for global food security means putting
all policy options on the table for review, including
those in favor of biofuels and those against GMOs.

Given the enormous numbers of people who lack food
security, no solution, including the use of genetically

modified crops, should be rejected without careful study.

What should be done
on biofuels and GMOs?

TASKFORCE RECOMMENDATIONS

Eradicate biofuel subsidies and mandates:

®  Biofuels contribute to food price increases and
to price volatility. It is troubling that a fuel crisis, a
problem for developed countries and large emerging
market economies, is borne by billions of poor people
as a food crisis. Existing subsidies and mandates for
biofuels should be eliminated, or at least minimized.
Without subsidies or mandates, both supply and
demand for biofuels will depend, as they ought to, on

market signals.

Focus on crop-specific solutions,
including removal of barriers to
GMO exploration:

m  The Taskforce notes the transatlantic divide on
the GMO issue and the stated concerns by some
developing countries about biotechnical crops,
including GMOs, and realizes that these issues may
not be fully resolved. The Taskforce also observes
that acceptance or rejection of GMOs is ultimately a
decision for national governments, in consultation with
their citizens. However, there is a need to find ways to
feed an extra three billion people by 2050, in a world
beset by climate change and its droughts, floods, and
other disasters. Producing crops to meet food security

needs means being willing to investigate GMOs and
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other biotechnical solutions, as well as improving
indigenous and hybrid varieties. Whichever solution
makes the most sense for the specific conditions should
be used. This policy should extend not only to domestic
use, but also to the export of crop varieties, to enable
adequate food consumption for food importers as well
as exporters. Given our focus on the poor, the Taskforce
believes that small farmers should retain certain rights,
such as the possibility to use part of their harvest as

seeds for the next growing season.

MANAGE THE RISK OF FOOD INSECURITY

uring the 2008 food crisis, international responses
D included a high-level UN food security task force,
untying of food aid by the Canadians, and substantially
increased governmental and philanthropic contributions
in response to urgent campaigning by the World Food
Programme (WFP), the World Bank, and others. Yet, the
response lacked a vision that would encompass both the
short and long term. Many export bans were put in place,
biofuels targets were not overturned, and Japanese rice
stocks were not released for humanitarian use. Looking
ahead, climate change, including increased desertifi-
cation and pressure on water use, will increase levels of
food vulnerability. The WEP is examining such issues as
it tries to ensure that it has the funding, organizational
mandates, and flexibility for an effective response. The
Taskforce recognizes that steps have been taken, at the
January 2009 UN high-level meeting in Madrid, toward
increased global and regional coordination under the
framework of a Global Partnership for Agriculture and
Food Security(GPAES).

Just-in-time logistics applied to food storage has
reduced storage costs and waste, but has left little room for
error or sudden shifts in demand. The stock-to-use ratios
in grains for both private and public sectors have shrunk
significantly, which helped propel the overall volatility in
world food markets.

Social protection schemes are also vital to protect
the poor and are part of a holistic response to both food
insecurity and, as seen earlier, climate change. In food
terms, social protection may include government support

to the vulnerable through rural employment schemes,

but it goes further, to encompass old age pensions, child
benefit, unemployment benefit, cash transfers, and fertilizer
subsidies—a whole range of social welfare measures that,

taken together, help to form a social safety net.*

What should be done to guard against
the risk of food insecurity?

TASKFORCE RECOMMENDATIONS

Prepare to respond to food
emergencies, while striving for long-
term agricultural goals:

®  There will always be emergencies, despite reforms, and
effective, flexible responses will always be needed.
Global, regional, and national capabilities therefore
need to be strengthened. The first steps would be
to promote regular evaluations, implement lessons
learned, and to maintain and improve supply chains.
Above all, the WFP and other organizations need the
power to move rapidly. They should be allowed to
establish a flexible financing fund that will enable them
to purchase grain when market prices are low.

The Taskforce also urges all donors to decrease their

earmarking of contributions to regions, countries,
and villages, and increase the amount of untied
funding (tied funding requires food aid be grown by
a donor country’s own farmers and be shipped on
that country’s own vessels) for the WFP managers
to deploy where there is the greatest need. If donors
allow as little as 5-10 percent of donated food to be
free from earmarks, this would provide much-needed
flexibility. The Taskforce recommends that donors
provide support in the most efficient forms, including
local sourcing, and that governments work toward the
untying of food aid—an approach already taken by the
European Union and Canada. The Taskforce urges the
United States to follow suit, and untie its emergency

food aid gradually over five years.

*Such as NREGA in India, or through predictable cash transfers such as
Bolsa Familiar in Brazil.
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Those responding to emergencies need to

be able to act more effectively and rapidly, in
an increasingly volatile world. Donors should
support social protection schemes to limit the
devastation of food insecurity.

Support social protection measures:

®  The most destitute cannot afford enough food. Social

protection measures implemented by civil society
organizations or developing-country institutions,
including such measures as public employment
opportunities in return for wages in times of food crisis,
and a whole range of other social safety net measures,
ought to be supported, replicated, and scaled up. This is
particularly crucial in populous and volatile inner-city
areas where the poor often suffer more acutely than
rural residents. Ideally, measures such as wage-for-work
schemes could support agricultural infrastructure, such

as the building of rural roads and local marketplaces,

and, in turn, agricultural production. The Taskforce
also recommends that existing technological know-
how (including seed varieties that produce high yields
but are presently under-utilized) is distributed much
more widely, including through ramped-up efforts
by FAO and the International Fund for Agricultural
Development (IFAD).

Maintain a good margin
of safety between grain stocks
and expected demand:

m  Measures are needed to reduce price volatility and
enable humanitarian access to essential grains. The
Taskforce recommends an increase in the stock-to-
use ratio. Even if the private sector does not want to
commit to this, concerned states may wish to develop
stocks of grain as an insurance against risk. Stocks
will not distort markets if they are used wisely in
situations of inflated food prices. When prices are
high, poor people need food. Releasing stocks in such
situations would bring inflated, rather than real, market

prices down.
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Effective Support for Development

rogress in development begins with devel-
oping countries themselves. However, that
progress is also shaped by the international
economic and political environment, which
is largely determined by the richest coun-
tries. American and European trade policies in sectors
critical to poor countries, such as agriculture and textiles,
often run counter to development objectives. Likewise,
migration policies in both Northern and Southern coun-
tries could be tailored better to support development and
to promote mutual benefit. The inadequate representation
of development agencies at a cabinet level partly explains
this lack of consistency among government approaches

to development.

KEY MESSAGE

Official development assistance (ODA) is

of increasing importance amid a global
financial and economic crisis, as foreign direct
investment and trade flows to developing
countries decrease. Donors need to deliver on
their development commitments, while showing
the general public that aid is making a real
difference in delivering sustainable results.

Government assistance—ODA—remains an essential
ingredient in stimulating development. It is also critical in
many countries in helping to address the issues discussed
in the earlier chapters of this report: development,
democracy and security; climate change; and food
security. In 2005, the G8 and European Union promised
substantial increases in ODA by the year 2010, but
progress is off target in many countries. Indeed, according
to an OECD survey published last May, in 2007, the
shortfall against the 2010 target was as high as $34 billion.

At a time when donor credibility is low, making
the case for ODA to domestic audiences has become a
great deal harder, with people concerned about their
future, their own jobs and homes in a harsh economic
climate. The Taskforce contends that it is, nevertheless,
essential that OECD Development Assistance Committee
(DAC) members deliver on the promises they made
regarding trade and aid during Doha in November 2008.
Europe, North America, and Japan, provide all but a few
percentage points of OECD DAC aid, and their perfor-
mance is therefore “make or break” for the credibility
of the pledges made in 2005 and at a whole range of
high-level meetings, summits, and conferences in the last
three years.

The Taskforce discussed how donors could show their

taxpayers that aid is working, even though that task has
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been complicated by the world economic crisis, and how
to ensure effective aid in a development community that is
increasingly complex and fragmented.

The average number of bilateral donors per aid
recipient has nearly tripled, from about 12 in the 1960s
to around 33 by 2005, adding to costs, time delays, and
overlap. The rising importance of donors such as China,
India, Brazil, and the Arab states has fundamentally
altered the development landscape. With new players on
the scene, such as the Bill and Melinda Gates Foundation,
as well as corporate foundations, the social responsi-
bility programs of private corporations, and the growing
number of civil society organizations, development is
no longer predominantly a government-to-government
enterprise. Then there is the money that immigrant
workers send home to their countries and families. This
transfer of funds is estimated to amount to at least $240
billion per year, or more than double the annual amount
of total ODA. In certain countries, these remittances
represent significant sources of national income.*

This growing diversity of sources of assistance is
welcome. However, coupled with the proliferation of
channels of assistance—including an array of new global
programs, vertical funds, and new kinds of delivery instru-
ments*>—it poses evident problems for poor countries in
managing their inflows effectively.

Past crises and recessions have taught us that both
the quality and quantity of development assistance
matter, not least to prevent further increases in poverty,
so it is critical to not only meet ODA commitments, but
also deliver results. There is commitment among many
stakeholders to use aid money more effectively to reduce
poverty. Policymakers have sought to build interna-
tional consensus around the roles and responsibilities of
developing countries, the private sector, and the donor
community (the Monterrey Consensus); around an inter-
national results framework (the MDGs); and around good
practice in effective aid delivery (the Paris Declaration
on Aid Effectiveness and the Accra Agenda for Action),

*'Remittance inflows to both Tajikistan and Moldova accounted for 36.2
percent of their Gross Domestic Product. Source: Migration and Devel-
opment Brief 3, Remittance Trends 2007, World Bank

*Vertical funds are those funds which have a narrow focus on specific top-
ics, such as the Global Alliance for Vaccines and Immunisation (GAVI).

which are supported by an increasing focus on division
of labor among donors.*® The Taskforce believes that this
approach is fundamentally sound, but needs to be more
effectively translated into action, particularly in view of
the growing number of sources and channels of assistance.
Attempts have been made in-country or in-region to
foster better alignment and delivery of aid. For example,
Poverty Reduction Strategy Papers (PRSPs), developed by
recipient governments and members of civil society with
donor involvement, are intended to create a framework
for coordinating and aligning development efforts with
local priorities.

However, there is still a large gap between these laudable
international goals and the reality on the ground. Given the
lack of coordination and trust—even among traditional
donors, let alone between those donors and the emerging
non-DAC players and the private, philanthropic, and NGO
sectors—duplication, redundancy, and high costs persist.
Tied aid continues to be used, despite questions about
its negative impact on local markets, transparency, and
accountability between citizens and states.

The Taskforce considers transparency and account-
ability are fundamental for improving the effectiveness of
aid-supported programs. The principle of mutual account-
ability between donors and recipients is a sound one, but
it is not easy to deliver in practice. The Taskforce therefore
considered how to make a mutual accountability agenda
work. This means ensuring that donors are accountable to
not only their domestic public, but to those who should
benefit most directly from ODA — the poorest people
in the developing world. At the same time, developing
countries and communities would, in turn, be accountable
for delivering on their commitments, and monitoring
and reporting on the impact of the ODA provided.
Acknowledging the importance of the private sector in
economic growth, the Taskforce also examined how aid
(official and non-official) can best be used to develop
this growth strategy. In both areas, it saw a need to bring
together insights from both sides of the Atlantic in a more
systematic way, to promote innovation and to evaluate

initiatives in an independent and professional manner.

¥ Notably the EU Council Decision of 2007 on division of labor within
the European Union.
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BUILDING MUTUAL ACCOUNTABILITY (1):
ENCOURAGE LOCAL ACCOUNTABILITY

basic element in effective development in any
country is governments become more accountable to
the governed. Donors should therefore work with citizens
in partner counties to support local demands for account-
ability for aid, government budgets, and service delivery,
while ensuring that assistance flows are understandable,
transparent, and reflect local priorities. This requires
the strengthening of local institutions of accountability
(parliaments, audit offices, free media, etc.) even as local
citizens become increasingly involved in overseeing the
use of public funds. Demand for accountability can be
generated by several groups, preferably in a way that is
mutually reinforcing:
® The government executive branch
® The parliament
= Citizens’ groups
® The media

m  Consumers of government services

For too long, donors have tended either to ignore these
dynamics or have approached them haphazardly and
on a small scale. While there are examples of in-country
training programs for civil servants, parliamentarians,
journalists and others, as well as trips and exchanges, these
have seldom been pursued in a strategic way over the long
term. Yet this focus is necessary to build competent insti-
tutions of accountability.

While much aid is intended to support the delivery
of basic services, these services do not always reach
citizens, especially the very poorest and most margin-

alized. Citizens’ groups and consumers of government

KEY MESSAGE

Accountability is critical for the effective

reform of aid and delivery of public goods and
services. It is vital to promote the account-
ability of developing country governments to
their own citizens, an area that has been overly
neglected to date.

services are, increasingly, demanding accountability. In a

number of cases, their efforts have helped to expand the

numbers of people reached by public service programs,
as well as the quality of those programs. Some examples
of effective interventions at different stages of the budget
process include:

®  Budget Transparency: Civil society groups advocate
for better access to budget information and create
“citizen budgets” to put this information into a form
citizens can understand.

®  Budget Analysis: It is important to monitor budgets to
ensure that allocations reflect development priorities,
and that spending reflects stated allocations.

m  Expenditure Tracking: Some organizations have used
sophisticated analysis to track expenditures from the
national to the local level.

m Citizen Report Cards: Increasingly, citizens’ groups
are working in local areas to monitor the quality of
services they receive. Citizen satisfaction with service
providers can increase dramatically as a result of
reforms undertaken by those providers in response to
the negative publicity associated with the report cards.

®  Comparative Cost Surveys: These analyze the cost of
municipal services in different districts or regions to
help spot where corruption or mismanagement might
be inflating prices. The information puts pressure on
public officials to improv e procurement and cut down

on waste.

Though better data are needed on the impact of these
types of activities, the evidence to date indicates that they
can be extremely cost-effective, ensuring that devel-
opment funding is used more efficiently, and that a larger
percentage of public funds reaches citizens in the form of

quality services.

What should be done
to boost local accountability?

TASKFORCE RECOMMENDATIONS

Support local demand for accountability:
®  More aid and different kinds of aid should be used

to finance credible independent, legal civil society
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organizations, and citizens’ groups, to help them
hold governments accountable for the delivery of
basic services. To achieve impact at a national level,
village-level interventions need to be expanded and
sustained. Donor-pooled funding at the country or
regional level could help take effective interventions
to scale. The pooling of donor funds would reduce the
costs for small organizations by providing larger grants
and streamlining proposal writing and reporting. In
addition, a pooled fund could match project funding
with support for external evaluations of projects

to ensure an improved collective understanding of
aid effectiveness.

Indigenous civil society groups need longer-term
institutional support to help them influence the local
development agenda. In the Balkans, for example, the
United States Agency for International Development
(USAID) provides support to civil society, while the
EU funds budget support and measures to build
institutional capacity. Ideally, both Europe and the
United States would fund local and, where appropriate,
international advocacy and civil society groups to
ensure that funds are used accountably.

Raising the abilities and expectations of local actors
needs to be done in a way that is respectful of the
political and cultural context and, just as important,
effective. There should, therefore, be much stronger
collaboration to support the key groups of actors,
including officials in the local administration and
parliament, as well as representatives of the media,
citizen groups, and consumer organizations. The
OECD DAC Network on Governance has developed
principles for the support of democratically
accountable institutions. These principles should be
applied in donor programs to expand support for
responsive institutions. In addition, several networks
of parliamentarians are trying to assist members from
poorer countries to build competent legislatures.
Further dialogue is needed between donors and such
groups on how programs can best be supported.
Improved procurement is essential to improve
accountability for how public funds are spent and
whether they are spent efficiently. Major donors

should agree to common procurement standards,
however difficult that would be, as this would minimize
complexity. That, in and of itself, would be a real boon
to aid recipients. Local, competent, and honest people
from ministries and civil society should be placed on
procurement committees and supported to fulfill their
roles judiciously. Donors should collaborate at the local
level wherever possible to improve local procurement.
Donors should scale up funding to strengthen
independent policy research institutions (“think
tanks”) in developing countries, to build local
capacity for high-quality, independent policy research
over the long term. These think tanks could help to
hold local public officials accountable and ensure
improvements in programs over time. The Taskforce
calls on international donors to pool their efforts to
confront this challenge and reallocate a proportion of
international research funding to researchers in the

developing world.

Build accountability through
improved transparency at a local level:

®  Local accountability requires good information to be

available locally, showing what funds are being spent
on and why. A sector-based approach is likely to be the
easiest route to such transparency. Governments as well
as citizens’ groups can use a sector-based approach,
and initiatives listed above, such as budget analysis

or citizen score cards, could also analyze by sectors.
Particularly relevant sectors are education, health, and
water, which tend to involve all levels of government
—federal, provincial, and municipal. The goal should
be to provide measurable metrics for inputs, outputs,
and outcomes using standardized information that
could be compared across different regions in a
country. Accurate accounting and the reconciliation

of discrepancies—such as tracking whether the goods
leaving a central inventory warehouse amount to the
same as those arriving at a local clinic or school—would
also be required. In addition to budgetary transparency,
transparency about the delivery and quality of services

is a first step to ensuring accountability.
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Potential prototype for education, health, and water programs:

The internet, mobile telephones, local radio, local newspapers, and flyers posted at schools, clinics,

and municipal buildings can all be used to promote transparency in aid programs. Examples include:
= EDUCATION PROGRAM—information that could be posted on the door of the local school:
1. Annual budgets for the school and district, including the cost of salaries, textbooks, materials, and

construction projects.

2. Procurement tenders for school construction, materials, and feeding programs, showing what

contractors bid and which contractor received the award, alongside details about the contract itself.

3. Numbers of students and teachers.

4. Literacy and target result levels for each grade over several years.
= HEALTH PROGRAM—information that could be posted on the door of the local clinic:
1. The annual budget of the clinic, using standardized classifications.

2. Procurement tenders for clinic construction, medical supplies, and medical equipment.

3. Amounts of medical supplies received from district or central inventories.

4. Numbers of patients served and numbers of nurses and doctors available, including time in attendance.
= WATER SUPPLIES—information that could be posted on the municipal building:
1. Annual budgets for the water district using standardized classifications.

2. Procurement tenders for pumps, energy, pipe, wells, and related items.

3. Volumes of water provided to businesses, farms, and homes, with price per unit.

4. Sewerage volumes and targeted growth.
5. Quality of potable water.

Build accountability by rewarding
development outcomes:

A stronger focus on results that are owned by devel-
oping countries and that make a real difference to
people’s lives would help to strengthen both local
accountability and accountability to the donors. Innova-
tions in development aid, such as ways to manage for
results, bring new promise and excitement and help to
create ripples of change that encourage current actors to
adapt new practices and consider scaling up initiatives.
However, few innovations are subject to rigorous review,
so it is not clear that they are, in reality, effective. Donors
should, therefore, commit to thorough and independent
impact evaluation of development innovations and scale
up those that work. They should also create incentives to
collaborate, rather than assume that good practices will
be delivered without any changes elsewhere. This could
include multi-donor trust funds where fund members,
such as foundations and NGOs, bring projects forward

in coalitions.

BUILDING MUTUAL ACCOUNTABILITY (2):
MAKING AID MORE TRANSPARENT
AND PREDICTABLE

Transparency and good governance are preconditions
for effective accountability. Developed countries
expect high standards of transparency from recipient
governments, in part because they are accountable to

their own legislatures, audit bodies, and citizens. Yet they

KEY MESSAGE

There needs to be greater readiness to share
ideas across the Atlantic on how to deliver

aid effectively, and more work on incentives to
collaborate. While there are many innovations in
the development arena, too few have been taken
to scale. More consistent support is required for
a few key policies, with results that should be
evaluated independently and professionally.
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Examples of aid that stimulates results

EU policy on output-based aid:

“Output-based aid” is promoted in Europe alongside the delivery of increased budget support that goes
directly to donor governments. It aims to provide incentives to deliver results and promote accountability.
In May 2008, the European Union agreed to a new mechanism known as “Millennium Development Goals
Contracts,” under which 30 percent of the European Commission general budget support, worth billions of
Euro, will be performance-linked and guaranteed over a six-year period on condition that the desired results
are achieved. At least 15 percent of this relates to performance against MDG-related outcome indicators,
and the remainder to performance against the implementation of plans to reduce poverty, and progress on
public financial management reform and macro stabilization. While recipient governments cannot always
control results, efforts to achieve these results are important components of a mutual delivery framework.

“Cash on Delivery” model:

In the United States, an organization has developed a “Cash on Delivery” model, whereby recipient govern-
ments commit to publish data on the development outcomes for their citizens, and donors commit to pay
for a specific measure of progress on those outcomes. A credible baseline survey would be conducted, the
country would publish annual outcome data, and the donor would pay for an independent audit to verify the
numbers. Payments would be made only after measurable progress—progress that can be verified—and
without prescribing the policy or means to achieve progress. The country could then choose to use the new
funds for any purpose. This method aims to link additional aid to progress, strengthen local institutions
and innovation, increase transparency, create incentives for better budget management, and fulfill donor

commitments to untie more aid and promote country ownership.

have not set consistent standards of transparency for their
own decisions. Taskforce members are aware of increased
pressure from their own electorates for enhanced trans-
parency in the way development aid funds are used.

The Taskforce’s work coincided with three critical new
dimensions of aid transparency, all announced at, or on
the margins of, the High-Level Forum on Aid Effectiveness
in Accra, Ghana, in September 2008.

First, various international civil society groups worked
collaboratively to launch the “Publish What You Fund”
campaign. This campaign is led by a consortium of NGOs
in both Europe and the United States (including the ONE
Campaign, Madrid-based Access Info, and London-based
Tiri). The campaign calls on all aid agencies to adopt a
set of principles, including publishing information on
aid, and providing it in a timely and accessible manner.

To make this more practical, the campaign outlined the
data and information it wanted to be generated and made
public, including programming documents, monitoring

and evaluation data, and procurement procedures.

Second, a group of official donors, including bilateral
donors, the United Nations Development Programme
(UNDP), the International Bank for Reconstruction and
Development, the European Commission, and founda-
tions (led by Hewlett) launched an International Aid
Transparency Initiative (IATT). This attempts to tackle
deep-seated and difficult issues about how to make more
information available about aid transactions.

Third, the Accra Agenda for Action itself contains a

number of significant new commitments by donors for

KEY MESSAGE

Donors need to be accountable for the quality of
their aid, which requires greater transparency of
aid flows. This reform is essential to ensure that
limited aid resources make a real difference,
supporting the argument for the maintenance of
aid levels during an economic downturn.
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additional transparency and predictability, for example on
disclosure of information on volume and allocation of aid,
providing recipients with forward planning figures and
actual disbursements, the extent of the untying of aid and
details of aid conditions.

The donor community needs to respond positively
and constructively to the calls for more transparency and
predictability that are fundamental to greater mutual
accountability. There are, however, significant challenges.
If decisions are needed on new collective commit-
ments, this will require active collaboration with other
government agencies (e.g. finance and budget authorities,
audit institutions, and freedom of information agencies),
as well as legislatures. These challenges should not drive
a “lowest common denominator” approach, instead
common standards should be set at a level that some can

reach now and others work toward in time.

What should be done to make aid more
transparent and predictable?

TASKFORCE RECOMMENDATIONS

Donors need to deliver on
promises to increase their own
transparency and predictability.

m  The Taskforce calls on private and public
international donors to join in making aid more
transparent and to commit to improve access to
information on expenditures. Too many commitments
are not being fulfilled, which breeds distrust and
diminishes the credibility of donors and their ability
to influence development. The economic downturn
makes it even more important to spend more limited
resources wisely. Donors now have a more powerful
impetus to deliver on the promises they made in Accra
and be seen to have done so. Foundations and NGOs
should also be encouraged to participate in developing

plans for enhanced transparency.

® International bodies should convene early
discussions to promote an approach to aid
transparency that delivers well beyond the lowest
common denominator. These bodies would include
the OECD DAC, the United Nations Development
Group, and International Finance Institutions for the
official sector.

= Commitments should be verifiable. It is important
to pay attention to the technical aspects of new
commitments, particularly for collective action.
Donors will need to assess, in particular, the work of
the International Aid Transparency Initiative to ensure
workable technical solutions. Donors should give high
priority to investments in management information
systems and future spending plans.

m Greater use should be made of professional,
recognized, and independent or third party
evaluation structures. These should include the
ability to “name and shame” poorly performing
or unconstructive aid actors operating in certain
countries. Collective evaluation institutions could
be responsible for evaluating major programs
financed by NGOs, foundations, multilateral, and
bilateral donors, including important innovations.**
Results of these investigations should, of course,
be published.

® The aid community should accept the management
of donor coordination by recipient countries. When
recipient governments do not have the resources
for this, donors should reinforce their capacity to
do so. When governments are able to take on this
role, however, donors should abide by the rules of
recipient-state coordination. In between the two
poles of the continuum that stretches from weak
to strong government capacity, donors should aim
to move from donor-led coordination to recipient

government-led coordination.

3 Such as the International Initiative for Impact Evaluation (3IE).
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STIMULATING GROWTH
THROUGH THE PRIVATE SECTOR

conomic growth is essential to development—to
Eprovide hope, reduce poverty, and to improve the
ability of people to lead healthy and fulfilling lives. The
Taskforce notes significant initiatives at the macro-
environmental level to support growth in developing
countries, including reining in inflation, taking in more
taxes, introducing tighter fiscal controls, and writing-off
debt. Initiatives at the micro-level, such as the lending
by the Grameen Bank, have enabled millions of women

and men to take financial control of their households

KEY MESSAGE

Economic growth remains the primary force to
promote development and is a critical priority,

especially in a downturn. Promoting bottom-up,
sustainable growth requires renewed focus on
the private sector.

and small businesses, resulting in greater stability and less
economic risk for families and commercial enterprises.
During the 1990s, ODA support for economic growth
lost ground to other priorities, such as the financing of
essential services in the social sectors, at the expense of
aid for the productive sector (including agriculture).
The financing of production and infrastructures,
which accounted for 53 percent of ODA commit-
ments to Sub-Saharan Africa in 1990-1994, dropped
to 31 percent in 2000-2004. This reflects the major and
welcome increase in funding for such sectors as health
and education, which are important for long-term and
sustainable growth. But it is evident that the lack of basic
infrastructures, such as electricity and roads, is now one
of the main barriers to private sector development in
many of the least developed countries. This needs to be
addressed. Donor declarations emphasize alignment,
but have not responded effectively enough to the calls of
African leaders for assistance in these capital-intensive
fields. While the New Partnership for Africa’s Devel-
opment (NEPAD) initiative has emphasized Africa’s need

for investment in private sector growth and infrastruc-
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tures, few donors have made this their priority in Africa,
with the notable exception of China.

More needs to be done to encourage foreign direct
investment (FDI) flows to the least developed countries,
one of the core components of the development of
the private sector. Although highly profitable when
successful, these investments are also high risk, and
foreign investors rarely enter such arrangements without
adequate guarantees. Appropriate incentives are required
to encourage FDI flows to the economies that have
greatest need for them. Such instruments exist, including
the World Bank’s Multilateral Investment Guarantee
Agency (MIGA) or donor first-loss investment funds, but
tend to be used for emerging economies, rather than the
least developed countries. There is scope for more trans-
atlantic discussion around innovative ways to encourage
such investment.

Macro- and micro- initiatives, important as they are,
are not in themselves enough to promote economic
growth quickly or generate the substantial development
of a middle class. Without strong enterprise a country
will not grow substantially or in a way that lifts a high
proportion of its people out of poverty. There is, for
example, a strong correlation between economic growth
and the size of the small-to-medium enterprise (SME)
sector. SMEs can have a multiplier effect on the economy
by generating and accelerating employment, improving
incomes, promoting consumption, and widening the tax
base. However, they currently contribute less than one
tenth of GDP in African countries, compared with around
two-thirds in developed countries.” There is significant
scope to improve the capacity and productivity of SMEs
in developing countries, and to move them from the
informal to the formal economy.

In the economic downturn, the economic growth
of developing countries is at risk. Unleashing the latent
potential of entrepreneurs, household businesses, and
larger organizations is vital. The growth should be as
“pro-poor” and equitable as possible, bringing benefits

to large numbers of people, rather than concentrating

*Yago, Glenn, Daniela Roveda, and Jonathan White. “Transatlantic In-
novations in Affordable Capital for Small- and Medium-Sized Enterprises:
Prospects for Market-Based Development Finance.” A Joint Report by the
German Marshall Fund of the United States and the Milken Institute, 2007.

power and wealth in the hands of a few. The private
sector component is especially important in post-conflict
or transition countries, to create jobs and wealth that
reinforce the benefits of peace and minimize criminal
behavior.

The lack of skilled people is a severe obstacle to
the development of the private sector in many least
developed countries. Yet donors tend to both concen-
trate their attention on the public sector and to date have
allocated too little funding to developing the skills needed
by the private sector. There is, for example, relatively
little investment in secondary, vocational and tertiary
education, or in continuing education and professional
development programs in comparison to the resources
allocated for primary education. This is in no way to
minimize the importance of delivering good quality
education to all children at primary level, still a major task

in many countries.

What should be done to stimulate
growth through the private sector?

TASKFORCE RECOMMENDATIONS

Give the private sector
opportunities to scale up:

m Increased aid should be used to support economic
growth including investment in infrastructure,
particularly in Sub-Saharan Africa. The additional aid
pledged by donor states in the years to come should
create an enabling environment for private sector
activity. This should not, however, be at the expense of
funding for the social sectors, which remains a crucial
investment.

® The private sector, or other organizations that
use private sector methodologies, is best placed to
support entrepreneurial investment. The Taskforce
encourages larger companies to provide financial
assistance, training and mentoring, while local
and international governments work to create the
macroeconomic (including regulatory) conditions and
stability that are preconditions for effective investment.
Donors can, however, encourage investors with

incentives to enter the world’s least developed markets.
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This implies scaling up existing equity and guarantee
instruments and channeling them to the world’s least
developed nations—including Sub-Saharan Africa and
post-conflict states.

Best practice ideas for SMEs should be implemented,
with a special focus on the growth of small grassroots
enterprises of up to 100 people. The full range of
instruments should be considered, e.g. loans, stock
offerings, private equity and venture funds. Donors
can help encourage developing country governments
to focus on SME growth and provide incentives for
private sector collaboration between developing and
developed countries. In addition, they should conduct
impact assessments on local small businesses to ensure
that their support is not harming, even inadvertently,
the local economy. Developing countries may wish

to create enterprise zones, where there are lower
regulatory burdens, streamlined registration and
reporting requirements, and graded tax requirements.
Likewise, they should support their SMEs to access
distribution networks, ensuring a stable supply chain
to help them sell their products in national and global
markets. Finally, given that access to credit is one of
the most significant barriers to scale, the Taskforce
urges investors to continue their support for micro-
insurance, micro-lending and other micro-finance
initiatives as well as providing more robust local
banking services.

A stronger focus is needed on building human and
technical capacity in the private sector. This means
stepping up funding for continuing education and
professional development programs, and providing
opportunities for bright and talented professionals to
stay and work in their own countries. Governments
and foundations should fund organizations to scale up
their support for entrepreneurs by providing technical

support and mentoring.*

Develop the formal economy:

m Bilateral and international agencies should work

more effectively together to encourage developing-

country governments to create a good environment

3¢ Examples include Endeavor and TechnoServe.

for the private sector. In developing countries, private
sector activity tends to be concentrated in the informal
sector, because of limited access to credit facilities and
barriers to legal entry to formal markets. Bilateral and
international agencies should encourage developing-
country governments to ease the overwhelming
regulatory and cost burdens by, for example, reducing
the number of steps needed to open and register a
business, tackling corruption, and defining property
rights. Donors should also continue to promote

good governance, rule of law, better public financial
management and robust tax bases. They should engage
with other countries and donors less committed to
good governance and work to forge an expanded

consensus on its importance.

Provide incentives for diaspora
to support investment in their
native countries:

m The diaspora from developing countries could
be encouraged to support national development.
Diaspora groups and individuals already provide
through their remittances at least double the amount
of ODA. While government regulators should not
interfere with legitimate private transfers, which help
millions of individual families, donors and developing
countries could provide incentives for diaspora groups
to support investment opportunities in their country,
at a scale and level larger than their support for
family and friends. This could include pooling funds
to provide, support for community facilities such as
health centers or schools, perhaps alongside matched
contributions by local and national governments.”” The
Internet has opened up the technological platform to
enable these types of initiatives to scale. Organizations
have adapted methodologies that work well with the
Internet to secure easy access to information, secure
transfer of funds, and make transactions more cheaply.
The Taskforce recommends that donors, developing
country governments, and civil societies, especially
those with large number of diaspora, work to develop

and implement good practices in this area.

% Such as Mexico’s 3 X1 scheme.
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Taskforce Structure and Process

onsisting of 22 members and two co-
chairs, from Northern America and
Europe, the Transatlantic Taskforce on
Development represents a breadth of
experience across sectors. Co-Chairs
Jim Kolbe and Gunilla Carlsson formed a Secretariat
with staff support from the German Marshall Fund of
the United States (GMF) and the Swedish Ministry for
Foreign Affairs. The Secretariat coordinated events, liaised
with approximately 150 experts on a variety of topics, and
prepared the final Taskforce report in coordination with
Taskforce members.
The first plenary meeting of the Transatlantic
Taskforce on Development was held in April 2008
at GMF’s headquarters in Washington, DC. At this
meeting, the scope of the project and the four challenge
areas were agreed upon. These areas include devel-
opment, democracy, and security; climate change; food
security; and effective support for development. Each
Taskforce member or one designated contributor per
member sat on a subgroup or workstream to tackle
one challenge. Workstreams consisted of between five
and seven Europeans and North Americans and were

designed to improve gathered content and enable focus.

Each workstream had a designated chair who was in
charge of workstream meetings and group delive-
rables. Workstream chairs were Jean-Michel Severino,
Geoff Lamb, Carol Lancaster, and Richard Manning.
On behalf of the co-chairs, the Transatlantic Taskforce
on Development was managed by GMF Transatlantic
Fellow Alice Poole who supported all four workstreams
and their chairs throughout the process, which
included monthly conference calls and one physical
meeting per group between April and September.
Workstream recommendations were generated at the
end of September.

A second plenary meeting of the Taskforce was held
in early October in Stockholm, Sweden, where the four
workstreams presented their work to the entire group.
Final Taskforce recommendations were submitted
between October and January. Small teams from GMF
and the Swedish Ministry for Foreign Affairs worked with
Taskforce members to author and edit the final report.
Additional editing support was provided within GMF and
by the Overseas Development Institute. The final report
for the Transatlantic Taskforce on Development is being
released in February 2009 and launched widely in the
United States and throughout Europe.
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