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42. Accelerating progress on donor harmonization and preserving the synergies
created by the EFA-FTI. Although progress has clearly been made in donor
harmonization, some development partners continue to fund activities outside of agreed
sector plans. A significant amount of aid is not flexible enough to provide direct support
to the priority investments and, especially, the recurrent expenditures such as teacher
salaries that are crucial for accelerated MDG progress. The FTI partners are discussing
adoption of a “donor indicative framework™ that would transparently monitor each
agency’s harmonization progress, in parallel to the monitoring of country policy
performance and results under FTI. A draft set of indicators is being developed by the
Development Assistance Committee (DAC) and the European Union (EU) for piloting by
FTI donors (Annex 6).

43. Enhanced monitoring of education aid composition and effectiveness of
various instruments. An important complementary activity to the funding role of FTT is
to track the evolution of development partner assistance within and across countries.
While the Secretariat will continue to carry out the bulk of this work in the short term, it
seems particularly useful and timely to involve DAC in improving development partner
reporting. It will also be important to link the FTI experience closely to that of the
broader effort to pursue the Rome agenda on harmonization, for which a DAC task force
is already in operation. The FTI would provide useful case material for this purpose.

44. Scaling up and ensuring more long-term, predictable financing. As noted
above, the expansion of FTI to many more low-income countries over the next few years
will necessitate a quadrupling of external aid for primary education by 2005/6, compared
to 2002. Delivering on the FTI goal of more predictable financing will also be difficult,
as bilateral agencies’ commitment horizons rarely exceed 2-3 years, and the Catalytic
Fund can only provide short-term support. The ideal mechanism for support would be
one which provides long-term predictable resources. This will require using either new
bilateral funding instruments or increasing contributions to longer-term multilateral
funding programs Several instruments for ensuring predictability and sustainability are
currently under discussion. Options include approaches to enhance the flexibility of IDA,
strengthen the focus on debt sustainability and increase the concessionality of financial
support. As a wider selection of financing instruments tailored to country-specific needs
becomes available, it is important also that the ability to monitor donor support keep
pace. In many countries, the pace of implementation of reforms is constrained by multi-
sectoral service delivery constraints. Capacity building and institution building remain a
prerequisite to the establishment of more results-based management and better
accountability and incentive schemes that can lead to better system management.

45. Removing constraints on economic growth by improving education quality.
Underlying the implementation of FTI is a recognition of the multiple benefits of
education. It is one of the most powerful instruments to reduce poverty and inequality
and to lay the basis for sustained economic growth. Education also has powerful
synergistic effects on other development objectives: empowerment, better health, and
good governance. The attainment of EFA, however, goes beyond access to education.
Education quality is the critical ingredient in boosting economic growth. In addition, the
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achievement of UPC is regarded not as an end, but a first critical step towards lifelong
learning which embraces secondary education and beyond. One of the key FTI
objectives, then, is to help countries develop sound, inclusive strategies to accelerate
progress towards good quality education.  Furthermore, research'’ shows that
productivity suffers when education quality is low. A strong positive relationship
between economic growth and the quality of education as measured by test scores is
documented, concluding that the length of schooling is important for growth, and that the
quality of schooling is even more important. However, the quality of education remains
far too low in many developing countries. A survey in Niger, for instance, found that
only 20 percent of adults with four years of primary schooling were able to read.
Regional studies'® in Africa have found that as few as ten percent of children master the
intended curriculum. High percentages of fifteen-year-old children in Mexico and
Brazil'® were found to have levels of literacy knowledge too low to be competitive in the
workplace, or to have the capacity to upgrade their skills through subsequent job-related
skills training. Low quality of education also limits progress towards the MDG and EFA
goals by increasing the risk for children to repeat grades or drop out of school
prematurely. This issue will become increasingly important as UPC is achieved in
countries and education quality becomes the key constraint to improved impact.

46. Summary. In summary, significant progress has been achieved within the FTI
context but much remains to be done. Countries will need to strengthen their policy
environment while remaining on course on implementation. FTI partners will need to
improve their own capacity to deal with the enhanced country-level role of FTI. They
will also need to increase the overall level and predictability of financial resources
available, either through bilateral or multilateral channels. Finally, they will need to
increase the agility and flexibility of resource transfers—to make the Fast Track truly
fast.

47.  Based on this report, the following issues are proposed for Ministerial
consideration at the Development Committee meeting:

e Do Ministers agree that the continued implementation and expansion of FTT is an
important mechanism for helping countries achieve the MDG goal of universal
primary education by 2015?

e Do Ministers agree with the need to provide increased financing through
multilateral and bilateral channels and to also make financing more flexible and
predictable?

e What adjustments in donor arrangements and recipient effectiveness do Ministers
consider necessary to accelerate implementation? Do Ministers agree with the

7 Barro, R. 2001. Human Capital and Growth, American Economic Review, 92 (2).

'8 Program for Analysis of Education Systems in CONFEMEN countries (PASEC), Southern Africa
Consortium for Measuring Education Quality (SACMEQ).

" PISA, 2003.
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proposed donor indicative framework for FTI as a pilot to track progress on
implementing the Monterrey consensus?

Do Ministers agree that interim financing targets should be set for the next three
years in order to increase accountability and commitment for improving results?
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Annex 1. The EFA-FTI Process
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Annex 2. FTI in Mozambique

The Fast Track Initiative has helped Mozambique define its strategy for accelerating progress
towards EFA by focusing attention on policies to improve effectiveness and sustainability:

Low primary completion rates - Government has moved from a focus on gross enrolment
rates to completion rates as a key outcome indicator, and to developing explicit strategies for
addressing repetition and dropout.

High construction costs - The FTI has helped the government develop high-quality standards
for construction that shift from centrally-managed to community-managed implementation,
increasing ownership and reducing costs from $20,000 per classroom on average to $10,000
or less per classroom for all donor- and Government-supported construction.

AIDS orphans - Specific interventions to assist AIDS orphans have been planned and costed
with FTI support.

Teacher recruitment- Government has negotiated a more sustainable salary policy for hiring
large numbers of additional teachers to meet EFA goals, with analytic support from FTL.

Donor policy dialogue- The FTI has brought the donor group together in a unified policy
dialogue with the Government, and catalyzed additional support for moving forward in the
FTI framework.

Planning and implementation capacity- Capacity has been built within the Ministry of
Education for analyzing education sector and fiscal policies through simulation modeling.

Multi-sectoral linkages - FTI has helped build multi-sectoral linkages through intensive in-
country involvement in the development of PRSP, PER, and CAS.

Source: World Bank, 2004.
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Annex 3. FTI Eligible Countries Post-Oslo

First FTI Countries, 2002

FTI Eligible Countries, February 2004

Albania
Bolivia
Burkina Faso
Ethiopia

The Gambia
Ghana
Guinea
Guyana
Honduras
Mauritania
Mozambique
Nicaragua
Niger
Tanzania
Uganda
Vietnam
Republic of Yemen
Zambia

Armenia
Azerbaijan
Benin
Cambodia
Cameroon
Chad
Djibouti
Georgia
India

Kenya

Kyrgyz Republic

Lesotho

Macedonia
Madagascar

Malawi
Mali
Mongolia
Nepal

Pakistan

Rwanda

Sao Tome & Principe
Senegal

Sri Lanka

Tajikistan

Source: FTI Secretariat, February 2004.
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Annex 4. EFA Financing for the First Ten FTI Countries

Resources Avail.
Primary
Education

Government Direct Donor Projected

Funding Funding Financial Needs Financing Gap

Countries | 2004 2005 | 2004 2005 2004 | 2005 2004 2005 | 2004 | 2005
Burkina Faso| 78.7 79.2 41.0 43 37.7 36.2 87.9 89.5 9.2 10.3
Gambia 14.4 18.6 4.8 5 9.6 13.6 18.0 19.3 3.6 0.7
Guinea 77.1 83.3 43.4 52.4 33.7 30.9 98.3 108.6 | 21.2 253
Guyana 20.5 23.6 15.7 18.3 4.8 53 26.1 29.2 5.6 5.6
Honduras 178.7 | 178.7 | 150.0 150 28.7 28.7 204.8 | 200.5 | 26.1 21.8
Mauritania 36.3 33.1 20.2 21.7 16.1 11.4 36.3 37.2 0.0 4.1
Mozambique| 100.1 85 70.0 74 30.1 11 184.8 183 84.7 98
Nicaragua 93.1 101.8 | 75.0 76.3 18.1 25.5 111.2 126.9 18.1 25.1
Niger 72.6 75.7 32.0 33 40.6 42.7 87.6 93 15.0 17.3
Yemen 4344 | 4339 | 382.0 382 52.4 51.9 4554 | 4572 | 21.0 233
Source: FTI Secretariat, January 2004.
Note: Figures in US$ million.
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Annex 5. Monitoring Donor Funding: Some Technical Challenges

Current mechanisms for monitoring donor support to FTI frequently over-report
financing available. For instance, there has been a general reliance on commitment data
that are often poorly related to actual disbursements. Self-reported donor spending may
cover activities and expenditures that fall outside a country’s agreed plan. To the extent
that the plan represents a credible and least-cost route to reaching UPC, spending outside
the plan adds to the total cost of achieving the goal without reducing funding shortfalls.
A further problem is that aid earmarked for UPC could be offset by reduced Government
spending from domestic resources. It is particularly important that recurrent expenditures
such as teacher salaries be adequately embedded in the national budget and cash
management. In order to assess the contribution of aid, it is necessary to estimate a
counterfactual (what would have happened without the aid?). There is no ‘right’ answer
to how to estimate this, but the recommended approach is an explicit agreement between
Government and donor partners on the contribution that each will make to funding UPC
and joint monitoring of actual expenditures.

External support may also be under-reported. This is particularly true of budget
support, whether sector-specific or general, which is currently “invisible” for EFA-FTI
reporting purposes. This means, for instance, that under current reporting procedures,
even if spending on FTT activities increases 20 percent because a donor has provided a 20
percent increase in general budget resources, this increase will not be captured as external
FTI support.

In general, for monitoring purposes, it is proposed that General Budget Support
and HIPC debt relief should be allocated to FTI according to the share of each sector or
sub-sector in total ODA-eligible Government expenditure, i.e. excluding defense and
security expenditures. Sector budget support not earmarked to FTI should be attributed
in proportion to the share of FTI in sector budget expenditure. Aid earmarked to FTI
should be attributed at the levels accepted by the Government-donor partnership as
consistent with the EFA plan.

Defining a Baseline and Interpreting Trends. In order to interpret trends over
time, it is important to carefully define the baseline level of spending. Ideally, this would
represent the expenditure that Government would have undertaken had there been no
change in Government access to external resources. There are several different
approaches that could be taken.

Comparisons can be made with the real level of spending in a prior year. This
was the approach taken by Uganda in defining the ‘poverty action fund.” It has the merit
of simplicity and ease of interpretation. Conversely, the baseline can be defined in terms
of the existing share of Government general budget resources spent on UPC. This
definition would require some additional reporting from Government, but would give a
clear and unambiguous view of the effort that Government is making, defined in terms of
the share of resources under Government control that Government devotes to UPC.
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The baseline can also be defined for each year in terms of a target share of
resources that Government agrees to allocate to the UPC program. This approach is
useful if there are a priori reasons for wishing to see Government allocate an increasing
share of Government resources over time. The definition could be as above, but the
baseline would be increased each year.

Finally, baseline spending could be defined in relation to spending as a share of
GDP or in terms of target expenditure per pupil of school age, making reference to
international or regional comparisons. These data can inform the judgments required to
assess whether Government spending needs to increase, with the caveat that it is difficult
to ensure comparable data when there are significant differences between systems and
their financing.

Regular reports should be requested from Fast Track countries. This should cover
actual disbursements on UPC consistent with the national EFA plan by Government and
donors as reported to the partners, the expected future costs of UPC for the next two to
three years with indicative figures to 2015, the commitments from Government and
donor sources to fund it, and expected funding shortfalls for which additional
commitments are requested. This is analogous to the financing tables that were produced
for many years to inform funding decisions under the Strategic Partnership with Africa
(SPA), but with the additional feature that the figures will be owned and ‘signed off” by
the Government and donor partners. Some such annual assessment is standard within
SWAps; in the best practice cases, it is coordinated with the annual Government budget
cycle. The challenge will be to produce comparable figures without imposing
unreasonable additional demands.

Source: Excerpt. “Accounting for Donor Contributions,” 2004.
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Annex 6. EU Donor Harmonization—Education Sector Goals and Indicators

Goal

Indicator

Active donor group in the field of
education

Number of EU/Member States (MS)
donors that support education and
participate in meetings of an education
donor group on a regular basis

Joint policy analysis of the education sector

Number of EU/MS donors participating in
a joint analysis of the education sector

Alignment with government education
sector plan

Number of EU/MS donors following their
own targets and priorities for education that
are different from the government
education strategy

Pooling of expertise

Number of EU/MS donors supporting a
pool of technical assistance for capacity
building in partner country

Number of EU/MS donors participating in
joint appraisal/auditing/evaluation studies

Transfer mechanisms for development
assistance

Advancement on a spectrum of transfer
mechanisms running from traditional
projects to general budget support

Number of EU/MS donors directly
supporting the most advanced transfer
mechanism

Common education indicators to monitor
key performance in education

Number of EU/MS donors that join up with
government and donors on agreed common
education indicators

Joint assessment of performance progress
led by partner country

Number of EU/MS donors participating in
the Annual Joint Education Review led by
the partner country government

Common reporting procedures

Number of EU/MS donors using their own
parallel procedures for reporting back to
their home countries or multilateral
agencies

Performance-based aid disbursement

Number of EU/MS donors linking their aid
disbursements directly to the progress
against agreed targets through assessment
of key education indicators during the
Annual Joint Education Review

Source: Discussion Paper for EU Member States Education Expert Meeting, September 2003.
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