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Donor Coordi nation Strategies

The continuing decline in official devel opnent assistance
resources worldwi de has led to both an increased need for donor
coordi nati on and an excellent opportunity to make coordi nation
nore effective:

* Virtually all donor agencies are under increased pressure
to show results, whether fromparliaments, the public, or
in the case of multilaterals, from nenber states;

e The Wrld Bank's internal refornms (Strategic Conpact)
i ncl ude placenment of increasing nunbers of country
directors in the field;

* UN agencies are working toward unified country prograns;

* Devel oping countries have called on donors to inprove
their practices (at UNCTAD, OECD, etc.), and are
increasingly interested in taking charge of coordinating
their assistance resources; and perhaps, nost of al

* Bad coordination is nost pervasive and harnful in the
poorest, nost vul nerabl e devel opi ng countri es.

* USAID al so has nore reason to care about coordination.
Achi evenrent of our strategic objectives depends in |arge
part on the actions of other donors. However, with
reduced staff in the field and increased pressure, USAID
m ssi ons cannot afford to waste tine on non-essenti al
coordination activities.

In early 1998, USAID/ Haiti decided to address this dil emma by
taking a nore targeted approach to interacting with the in-
country donor community. The mssion invited PPC to assist them
i n devel opi ng a donor strategy. Based on positive feedback from
USAI DY Hai ti, PPC began to consider whether other m ssions m ght
find devel opment of such a strategy hel pful. In Decenber 1998 we
used a simlar approach at the invitation of USAI D Col onbi a. PPC
would like to invite other USAID m ssions to join us in testing
the i deas we devel oped fromthese early experiences - whether by
conparing themw th your own experience, trying themout as tine



and resources allow, or inviting PPCin to assist with the basic
| egwork and i nformation gathering.

What is a donor strategy?

For a specific devel oping country, a donor strategy tries to
anal yze the donor community as a whole organism so that its
behavi ors can be forecast and used to better assist the host
country and to advance USAID s particul ar objectives. Devel opi ng
a donor strategy neans identifying the obstacles and
opportunities presented by other donors for each of a mssion's
strategic objectives and deci di ng whi ch obstacl es and/ or
opportunities nerit an investnent of time and resources in the
short and nediumterm So donor priorities can then be
aggregated into mssion priorities.

It is inportant to be realistic, of course, about the tine
line and about the nature of USAID s nmjor counterparts. The
vari ables affecting the strategy -- rise and fall of politicians
in the host country, changes in governnent and personnel of
partners, our own political inperatives, newtrends in

devel opnment thinking -- all- these are in a constant: state of
change. USAID s fellow bilateral agencies run differentlv than
headquarters. For alnost all of them policy is nmade at
headquarters, |ocal offices have very little autonony or
programm ng authority, and | ocal representatives are often not:
even devel opnent specialists, nmuch | ess technical experts.

1. Donor strategy analysis -- the base case

The buil ding bl ocks of donor strategy analysis are a series
of fundanental questions that need to be answered to construct a
Usabl e picture of a given conmunity situation. That
i ncreasingly rare phenonenon, a sustai nabl e devel opnent m ssion
in a country not recently unhinged by disaster or conflict,
woul d probably want to answer all of them W recognize that
conflict and disaster present special coordination chall enges
and will treat these in separate sections. W al so recogni ze
that nore limted objectives would indicate a proportionally
scal ed-down donor anal ysis. However, in all cases, the central
guestions to be answered are essentially the sanme. The first of
these is: what kind of coordination is already in place?

A.  VWat kind of coordination is already in place?

After working with USAID/Haiti on their donor strategy, PPC
concl uded that enhanci ng donor coordination m ght be thought of
as a continuumthat can expand to include: information exchange,
systematic division of |abor, common policy and institutional



framewor ks, and a common process of performance nonitoring at
bot h nacro-econoni ¢ and sectoral |evels.

1. Informati on Exchange: The nost basic type of
coordi nation, usually involving regular neetings of donor
representatives working in a particular sector. It may or
may not include representatives of the host governnent.

2. Division of Labor: In the next stage of coordination
donors’ divide up the tasks. Coordination has noved beyond
tal ki ng about prograns already in place to sone sense of shared
pl anni ng, however ad hoc. Again, the host governnment may or may
not be fully engaged.

3. Common Franmeworks: The host governnent and donors agree
on policy objectives in a sector, although inplenentation
met hods may vary w dely anong donors. Essentially, there is
agreenent on where everyone wants to go with the sector, but not
necessarily on howto get there. ldeally the M-, the Wrld
Bank, the host governnment and the donors are all heading in the
sanme direction. Leadership is clear -- if not by the host
country al one, then by the host country in partnership with a
donor or donors.

The key difference between “divisions of |abor" and

"common frameworks" is that in the latter there is not only
no contradiction, there is positive synergy anong the various
donor efforts. The donor environnent facing USAID/ Haiti’'s
reproductive health So shows what this neans:

Most: donors stay away fromreproductive health prograns
specifically and service delivery in general (leaving the field to
USAID), resulting in less than desirable 0-4 USAID s

programs in this area with the health prograns of other donors.
USAI D focuses on local service delivery through the private
sector, whereas other donors, when they fund service delivery,
tend to focus an supporting the central Mnistry O limted
service delivery through regional offices. Although this is, in
principle reasonabl e division of labor, in fact the respective
programs do not articulate well together to enhance the genera
i npact of investments in health or to avoid duplication

(USI ADY Hai ti, 1998)

4. Monitoring Performance: in this stage, the host
governnent and the donors not only agree on where a sector is
goi ng and how to get there -- they agree-on how to determ ne
when success has been achi eved. Those who have tried to devel op
comon indicators on a country basis know how difficult this is.
However, there is hope for eventual agreenment on worl dw de
indicators with the rel ease and ongoi ng refinenment of the DAC
common indicators set, which was devel oped in cooperation with



the Wrld Bank, UNDP and DAC nenber eval uation specialists and
officials from devel opi ng countri es.

Many different actors in devel oping countries (both official and
unofficial) can be inportant in arriving at a rounded vi ew of
the state of the donor comunity. The m ssion's opinions,
experience and anal ysis are, of course, the touchstone from

whi ch any such effort nust proceed. In addition, it is hel pful
to consult wth:

1. Anbassador and key nenbers of the country team
| mprovi ng donor coordination demands a certain anount of
flexibility and willingness to conprom se. The anmount of space
wi thin which a mission can operate is circunscribed by such
factors as rol e devel opnment assistance plays in the overall U S.
foreign policy approach to the host country and on what over al
USG agencies are active in country. The interest and Skills of
t he Anbassador can al so be useful resources in inproving
coordi nati on.

2. Host country officials and potential officials. \Wat
frustrations does the current ruling party have with the donor
communi ty? What do local officials think; How does the
opposition see the donor comunity?

3. O her donors. A key part of coordination is to the able
to perceive the | ocal donor configuration fromthe politica
vant agepoi nt of counterparts. In addition to the |arge donors,
| ocal World Bank, | M-, regional bank, and UN agency
representatives, it is often useful to talk to donors w th good
reputations for an interest in coordination (Canada, UK),
whet her maj or or not.

4. Local and international non-governnental organizations.
These are especially inmportant for assessing coordination in
specific sectors and for getting a sense of how coordi nation
probl ens are affecting the poorest.

5. Business conmunity, |ocal and expatriate. The
aspirations of the business community and their perspective on
donors forman inportant part of the analysis.

C. VWhat are sone of the obstacles to better
coordi nati on?

1. The host governnent has al nost no incentive to inprove
coordi nation, but can stand to benefit by dividing the donors.
Duel i ng donors have their uses, such as helping to provide a
nurturing environnment for bad policies and corruption.



2. The country is debt-ridden and nultilateral bank
fixated. A country dependent upon keeping the big nultilateral
| oans flowi ng can be rather cavalier toward the bil ateral
donors, which nostly provide grants. As reported at a di scussion
on coordination during the Mssion Directors' conference ("Notes
of Breakfast Meeting with Anb. Janmes Mchel, Chair of the
Devel opnent Assi stance Committee, Tuesday, Novenber 3, 1998"),
this has been the recent experience in Ecuador, with the result
that coordination efforts are hanpered by the | ack of host
government political wll.

3. Coordi nation has degenerated after an enthusiastic start.
When exchange of information or division of |abor run into
obstacl es, donors can get frustrated and start |owering the
| evel of participation in coordination neetings. O interest in
coordination on the part of a major donor may evaporate with a
change in personnel because little or no incentive to cooperate
is emanating fromtheir headquarters.

4. Policy rears its head. Sonetines an exchange of
i nformation can go no further because of fundanental policy AS
USAI D 2014 differences. As USAID Bolivia described this
si tuation:

Rat her than seeking to resolve policy differences anong each other, it
| becones easier not to neet at all. An exanple of this situation has
existed in the health sector. USAID and PAHO attenpts to forma
broader heal th donor group three years ago fell apart due to |lack of
agreenment anong donors on the inportance of financial sustainability
with respect to a new Government of Bolivia health insurance program
(USAI D Bolivia, 3/88).

5. Leadership is lacking -- or can't gel. To nove from
division of labor to a common framework requires that sone actor
take charge of the process. Ideally, the host country shoul d
take the lead, but sonetinmes this is not possible - the
governnment | acks capacity (or is overburdened with donor
demands), the minister in the relevant sector is not politically
secure enough, etc.

For a somewhat extrene exanpl e of what donor |eadership can do,
consi der the experience of the Wrld Bank in Wst Bank/ Gaza:

After the signing of the Declaration of Principles, the Wrld Bank

pl ayed an inportant role in analyzing the devel opnent needs and needs
to support the start up of a new admi nistration. They pronpted donor
coordi nation, provided technical assistance cc Pal estinian planners,
and, at donor request, created and administered two trust funds. In the
absence of a central authority in the Wst Bank and Gaza, the Wrld
Bank provided critical services that were useful to the U S. and other
donors as well as cc the Palestinians. The U S. supported the Bank in
each of the activities it undertook.



The Bank nission of January-February 1993 anal yzed t he econom c issues
and devel oprmental chal | enges facing the Wst Bank and Gaza, producing a
si x-vol ume report (Devel oping the Cccupied Territories), chat was the
basi c reference docunent on the West Bank and Gaza for USAID and ot her
donors relating cc macro |evel policy issues, private sector

devel opnent, agriculture, infrastructure, and human resources. Their
August 22, 2994 update and two-year projection of needs was, a usefu
reference. (ANE/ MEA, 6198).

6. Fractures at the core: disagreenent anong the | M-, the
World Bank and the host government. It is exceptionally
difficult to have a functional common franmework where there is
basi ¢ di ssension on nacro-policy anmong the three core actors.
This is especially deadly when the Bank and the Fund work at
cross purposes, and mnistries of the host governnent start
choosi ng si des.

7. Donor donestic political constituencies weigh in,
creating policy incoherence. A working common franework car,
easily be sidesw ped and damaged by the intervention of donestic
political interests on the part of one or nore donors. These
interventions can be manifested as |l egislative directives (to
whi ch a nunber of donors are subject in one formor another) or
worse still, by conflicting actions of other agencies of the
donor's own governnent.

D. How can these problens be overcone efficiently?

1. Strengthen the host governnent’s capacity to |lead. One
of the best investnments a m ssion may make in inproving
coordination is in enhancing the capacity of the host governnent
to lead. 1In the education sector in Mdrocco, USAID began a
process that has been adopted by the host government:

Donor coordination for girls, basic education is unique in that

The M nistry of National Education (MNE) initiated regular nonthly
donor neetings in June 1997... Since the (MNE) initiated regular
neetings, significant progress has been nade. At the January 1993
nmeeting, a nunber of Policy issues were discussed. USAID was requested
to co-chair a task force with the MNE on policy issues. This inportant
evol ution seens to acknow edge USAI D s conparative advantage in the
policy area and will facilitate progress in specific areas critical Cc
USAI D and. overall GCM and donor objectives. It w4li al so strengthen
coordi nation with MNE technical departnents in relevant policy areas
(Hel en Soos, Donor Coordi nation and USAI D Assi stance in Mrocco, 11
2198, p. 27).

USAI D/ Mozanbi que Director Cynthia Rozell reported at the M ssion
Directors’ Conference ("Notes of Breakfast Meeting") that
Mozanbi que has a changed | andscape now t hat the host governnent
has devel oped the strength to determ ne how donor funds should
be depl oyed. The Governnent indicated priorities and invited



donors to choose anmong them Unfortunately conflicts in donor
procedure (such as accounting, reporting, tying and procurenment)
severely hanpered this approach

2. Take the | ead ourselves. USAID often has advantages as
a leader in the donor cormmunity that are not necessarily
dependent upon the size of our program (he who has the gold does
not always rule). Strong on the ground presence, technical
superiority and (not |east) a general |ack of comrercially
noti vated prograns give us credibility.

USAI D can al so use the DAC Partnerships Strategy ("Shaping the
21°' Century") to encourage other donors to get nmoving on

i mproved cooperation. The DAC Strategy nmakes all DAC donors at

| east norally obligated to nove toward coordination at the
common framewor ks and common indicators |evels and to support
host country | eadership in the process. There has been

consi derabl e progress in raising the profile of the Strategy in
the past year (its principles were endorsed by the Birm ngham
Summit) and internalizing its inportance in donor headquarters.

M ssions in Africa can | everage cooperation from ot her
corporation fromother donors by taking advantage of the
excel l ent work done in the Special Program of Assistance for
Africa (S2A) to harnoni ze and i nprove donor approaches and
pr ocedur es.

3. Look to another bilateral donors for |eadership. The
medi um si zed donors with strong coordi nation ethics and
reasonabl e standards of devel opnent quality (Canada, UK) may be
nore than vol une donors too nuch under the sway of exporter
i nterests.

4. Use the multilaterals. The Wirld Bank, the |eading
regi onal bank or the UNDP are all possibilities, all with sone
drawbacks. The great advantage of the nultilateral banks is the
size of their prograns and the incentive that host countries
have to keen those prograns flow ng. Unfortunately, nost
multilaterals do not devol ve nuch deci sion-making authority to
their local representatives, although this is slowy changing
for the better. The utility of a multilateral |ending agency
al so varies with the type of coordination involved. They are
strong on policy and in the design stage of projects and
programnms, but not especially interested in inplenmentation
i ssues. As USAID Bolivia has noted with reference to the Wrld
Bank, once the Bank's loans are in place, |oan resources beconme
effectively host country-owned, and the Bank takes little to no
interest in coordinating inplenentation arrangenents wth
smal l er bilateral donors. (USAIID/ Bolivia 1998, p. 10).



Beyond the base case: post-conflict and disaster

A. Post-Conflict

The difficulty of devising a donor strategy usually
i ncreases exponentially in post-conflict situations. One rarely
. has the advantage that obtained in the Wst Bank-Gaza situation
(cited above) where there was such a general absence of both
government authority and pre-existing donor involvenent that a
single institution, like the Wrld Bank, could conveniently take
charge. The nore characteristic situation includes an unw el dy
nunber of actors (both donor and host country) and very | ow
| evel s of trust. Moreover, the process of coordination itself
beconmes nore inportant as al nost every action taken by donors is
| aden with political significance.

There is no one-nobdel for coordinating external assistance in
post-conflict/Peacebuilding situations. In fact, lots of things
have been tried -- sonetines in one country. Flexibility is key
as is bearing in mnd that donor coordination should be a neans
t o sustai nabl e peace and devel opnent. Further, in peacebuil ding
situations, the nature of the donor coordi nation mechani sm can
be a tool to effect participatory, sustainable results.

The nature of post-conflict environnments. To help craft an

effective donor strategy in these environnments, we need to

under stand sonme of the characteristics of conflict-inpacted
si tuati ons:

» Post-conflict peacebuilding normally is
Mul ti di mensional -- involving not only devel opnent, but
political, human rights, humanitarian and
mlitary/security conponents. There are many players --
and many agendas.

* These environnents are highly political. The effects of
aid and other interventions can have significant and
uni nt ended political consequences, such as increased aid
dependency.

» Societies energing fromconflict have special needs. The
overriding challenge is to restore damaged rel ati onshi ps
and rebuild trust. infrastructure is only part of the
equat i on.

* Post-conflict environnments are characterized by change.
Dealing with themrequires flexibility.



Ef fecti ve peacebuilding is best underpinned by intimte

knowl edge of the local situation and conditions. Donors need to
have the best information of |ocal dynam cs and pl ayers, and

| ocal sources are the key.

An effective donor coordination strategy, requires really
understanding the roles of key players, both external and
internal -- in the field and at headquarters. Sone

consi derati ons:

* Experience has shown that the role of external actors is
often over-enphasized. The role of internal actors is
of ten negl ected. Coordination -- even in conflict
i npacted countries -- nust involve national and | ocal
pl ayers in key roles where possible.

* Aid coordination involves many different tasks. These may
i nclude at the "macro" |evel, assessnent, strategy
preparation, and resource nobilization. At the field
level it may involve in-country coordination at the
sectoral level. There nmay be several "lead actors.” in
Bosnia, the Wrld Bank played a lead role in econom c
reconstruction at several |evels, including sectoral
coordination in the field. In Rnanda, the Bank was
involved primarily in joint assessnents, while in Haiti
ot her players were key.

There is a special inperative for strategic coordination in
peacebui |l ding situations. Demands are great and resources very
small. The political nature of these situations demand agreenent
on conmon political and reconstruction strategies.

e There are a nunber of efforts underway to encourage
strategic planning and inplenentation. For exanple, there
has been an effort to develop a strategic framework in
Af ghani stan under the UN s | eadership. Also, UN has
selected Sierra Leone as the next strategic franmework"
country.

e The bottomline is that there is an urgent need for
i ntegrated, strategic approaches which are locally
defi ned. Commobn assessnents and joint anal yses are
f undanent al

U S. |eadership. Ooviously, USAID wll want to | ook for
opportunities to assert |leadership or to | everage our resources.
Oten, this will be where we are the |argest contributor, or at

| east anong the | argest. However, in many situations, USAI D may
have ot her bona fides. These may result fromour role in a peace



process, personal relationships, etc. In sone countries in Latin
Anmerica, for exanple, we have opportunities in sectors where we
are not large contributors, for such reasons.

Orl, and now ot her donors, are tal king about "platforns," that
is, progranms or nechanisns in place to inplenent activities in
transition situations. USAID platfornms and those of other
partners can offer opportunities to | everage our activities or
join with others

USAI D i s now devel opi ng strategies, analytical tools and
framewor ks for enhancing the work we already do to prevent
conflict. These and ot her key USG pl anni ng processes such as
MPPs shoul d i nformthe devel opnment of m ssion donor coordination
strat egi es.

In addition, representatives fromcapitals have started neeting
regularly to di scuss peacebuil ding and prevention policies and
tools, as well as specific conflict situations. The post-
conflict units group, for exanple, could be a resource to
enhance coordi nation or address particular problens at the
country | evel

B. Disasters- a recent exanple

Nat ural disaster situations are rife with disincentives to
coordination. There is intense pressure to respond quickly and
dramatically. Reliable information is |argely unavail abl e.

M nistries are often incapacitated. Donor political figures and
their entourages will want to visit, and however necessary this
may be to nobilize resources, it makes heavy tine demands on

| ocal representatives.

Donor coordi nation, even under such pressing conditions, is
still necessary for both short and long termreasons. In the
short-termit can help cut down on overlap : and waste. Look at
a broader tinme horizon, donor coordination can prevent sone of
the coll ateral damage (from haphazard donor interventions and
host country policy backsliding that disasters do to |ong-term
devel opnent efforts.

In a recent exanple, donor coordination appeared to be | acking
during the i nredi ate enmergency response in the wake of Hurricane
Mtch. The USAID m ssion expressed a desire to coordinate
despite a | ack of human resources. It was unclear to what extent
the Woirld Bank and the 1 DB were supporting coordination efforts.
O her than a fewinitial, but unorgani zed, neetings called by
UNDP -- for donors, UN agencies and PVOs -the nunerous donors in
country did not appear to be comunicating, and the UN



assessnment and coordi nati on team was not equi pped to performthe
function its nane inplies.

The GoH provided the framework for the initial emergency
response, coordination nmechanism There were pre-existing
structures, which provided the allocating/accounting/clearing
house function, with whom both USAID and the US Joint Task Force
group liaised with general success in delivering/distributing
food and non-food energency relief. Oherw se, the donor

coordi nation function was passed to individual mnistries or
agencies to which responsibility for the various service sectors
are assigned. Note that in cases where a mnistry headquarters
had been destroyed, the staff and records may have been |ost for
good. For exanple, the Mnistry of Health | ost nuch of its
capacity to support the response effort.

The bi ggest obstacle to success in this endeavor was -- and
still may be -- a clear desire on the part of nost donors to be
seen by their public and the GoH as responding positively. This
means getting the nost visible assistance package delivered onto
Central Anmerican soil as soon as possible via airlifts, DARTs
and ot her emergency teans. Japan sent a MASH unit, Canada and
France sent engineers, doctors, etc., the Netherlands, Sweden
and Norway sent airplanes to the hardest hit areas with
energency supplies, the Vatican (Holy See) was al so a pl ayer.

Per haps nost visible, was the Mexi can aid package whi ch incl uded
a very large, hardworking team of sol diers who cane with food
and nedi ci ne and with heavy equi pnent to repair roads,

bui |l di ngs, airports, etc..

Coordi nati on probl ens and resol ution strategies:

* Due to the lack of reliable information/proliferation of
guestionabl e i nformati on, donors, including USAID, feel the
need to carry out their own on-the-ground assessnents. This
| eads to inplenentation del ays.

» Excessive food aid | evels and tenporary econom c neasures
(such as price controls)can have particularly negative | ong-
t erm consequences for sustai nabl e devel opnent. Coordi nat ed
approaches by donors are needed to |limt the damage.

* Exchange of information can be particularly valuable in the
gap between the onset of the disaster and the confirmation by
USAI D Washi ngt on of the |evel of funding that will be made
avai l able. During this period, other donor may well be
addressing U.S. priorities. Coordination, particularly on a
sector basis, could assist in nore carefully targeting of U S
resources to provi de val ue added.



e Gven pressures on staff and USAID s participatory style,
perhaps a practical approach to fostering regul ar exchange of
information would be to invite representatives of other donors
to participate in sonme mssion staff neetings.

I11. Some Open Questions

» Stovepiping. Coordination is often nost conveniently done by
sector with individual host governnent mnistries. How can
st ovepi ping be avoi ded, particularly when the host governnent
does not have a central coordinating authority to keep track
of externally provided resources? How can crosscutting issues
be integrated so that the sumof the parts of a donor strategy
is a coherent whol e?

e Central coordinating authority versus decentralization and

| ocal participation. The devel opnent literature (i.e, Casson,
1994) frequently suggests that coordination works best where

t he host governnent has a central authority with overal
responsibility for managi ng the use of external resources. At
the sane tinme, decentralization and devolution of authority to
the local level is often strongly supported by USAID (and by
sone devel opi ng country governnents and ot her donors).

* CG RT process. Wiat changes should be made in the CG and RT
processes to better reinforce in-country coordination and host
gover nnment enpower nent ?

* Lack of capacity or diversion of capacity? Howreal is the
| ack of managenent capacity in devel opi ng countries and how
much of this "lack 11 results from donor overburdeni ng of
| ocal officials with excessive m ssions, docunmentation
requi renents and the |ike?

April, 2000: PPC/DP (working draft)



