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Report of the MDB Working Group
Toward a More Harmonized Approach to MDB

Engagement in Fragile Situations

A. Background

1. In recent years the development community has focused attention increasingly on the
needs of fragile and weakly performing states, broadly defined as countries that face particularly
severe development challenges such as weak institutional capacity, poor governance, political .

instability, and, frequently, ongoing violence or a legacy of past violence, with potential spill-
over effects on neighboring countries. According to the World Bank's latest Global Monitoring
Report, fragile and weakly performing states are least likely to achieve the MDGs; and they
contribute significantly to the MDG deficit, accounting in 2005 for nearly 30 percent of all child
deaths and 29 percent of 12-year-olds who have not completed primary school.

2. On March 13, 2007, the heads of the multilateral development banks (MDBs)-the
African Development Bank, Asian Development Bank, Inter-American Development Bank,
European Bank for Reconstruction and Development, and World Bank-met in London, joined
by the IMP. The MDBs undertook to work together on moving the fragile states agenda forward,
and they established a working group on "fragile states" or "weakly performing countries,"
underlining the importance of achieving quick impacts in these difficult environments. The
working group was tasked to develop recommendations in the following areas:

· Common definitions and common operating principles for engaging collaboratively in
fragile states, including arrangements for identifying the MDB with the most relevant
combination of resources, field presence, and expertise to take the lead in given
interventions.

· Partnership with other donors, including the UN agencies, which have valuable and
complementary capabilities in dealing with crisis and post-crisis situations.

· Agreed procedures to include, from the outset, the views of affected countries, to ensure
the effective design and implementation of the MDBs' response.

3. At their first meeting on May 7, 2007, the members of the working group (WG) agreed to
focus their discussion and recommendations on areas of collaboration that would yield the
greatest impact in terms of strengthening the MOBs' response to and engagement in fragile and
weakly performing countries. The WG also agreed not to address issues of funding for these
countries, which are addressed by the organizations' Boards and Deputies within a broader
discussion of performance-based allocations and other exceptional financing. Nevertheless, the
WG stated its support for discussions by the MDBs' deputies that focused on increasing the
levels of exceptional funding for addressing fragile situations, and they underlined the key role
that the MOBs could play in utilizing these additional resources to support critical transitions to
stability and peace.

4. This report briefly summarizes the deliberations of the WG and its recommendations on
areas of collaboration identified as critical for enhancing MOB engagement in fragile situations.
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The report also serves as a background paper for the meeting of the Heads of MOBs, to be held
in Washington on October 20, 2007.

B. Principles of Engagement

5. Over the past two years, the donor community has been guided in its work on fragile and
weakly performing states by the OECO-OAC Principles of Good International Engagement in
Fragile States and Situations, which complement the Paris Declaration on Aid Effectiveness.
The WG discussed those principles and underlined the role of MOBs in reinforcing them, with
particular emphasis on: (a) increased speed of response; (b) building national ownership and .

supporting local institutions; (c) adapting their response to local contexts, taking into account the
different requirements of situations of deteriorating governance, prolonged crisis, post-conflict
and political transition, and gradual reform; and, (d) coordinating closely with the United
Nations and other partners through their support of integrated programs that address key linkages
between peace-building, governance, economic management, and development. The WG
underlined the importance of adopting more inclusive operational approaches that encompass
partnerships with the private sector and civil society groups, including NGOs, philanthropic
organizations and foundations.

Recommendation. The WG recommends that the MDBs focus their assistance to
fragile states and situations on strengthening national ownership of recovery and
reform, building capacity and accountability in national institutions, economic
management and contributing to peace-building through economic and social
programs that minimize the risk of conflict and help consolidate stability. Together,
these elements provide a platform for long-term growth and poverty reduction.

c. DefiningFragility

6. Although the MOBs have used different criteria for defining fragility, most have
converged around the approach developed by the OECO, which recognizes the common
characteristics of weak governance and vulnerability to conflict but differentiates among
situations of post-conflict, deteriorating governance, gradual improvement, and prolonged crisis
or impasse. The MOBs' adoption of converging approaches to different "types" of fragility has
proven effective in supporting a more harmonized approach to dealing with such critical issues
as supporting state-building in post-conflict situations. However, it has not been as effective in
galvanizing common operational approaches for dealing with situations of "temporary" or
"marginal" fragility, nor for addressing situations of fragility at the sub-national level in
countries that are performing more strongly. Without a clear methodology for identifying such
situations, it has not been possible for MOBs to apply nuanced procedures to addressing them,
nor to develop a common approach to engaging in these situations.

7. The WG's analysis of MOBs' approaches to defining fragility confirmed that, although
MOBs have different lists of countries that they consider to be fragile or weakly performing,
most base their identification of such countries on: (a) the Country Policy and Institutional
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Assessment/Country Performance Assistance (CPIAlCP A) rating, 1 as a core indicator of policy
and institutional performance; and, (b) additional indicators related to conflict and vulnerability
that are not captured in the CPIA/CP A rating. For example, the Asian Development Bank uses
CPA rankings and conflict considerations: to be considered a "weak performer," a country would
be either: (a) ranked in the fourth and fifth quintiles on CPA assessments for two of the most
recent three years; or, (b) considered to be in conflict or post-conflict and thus vulnerable.

8. The WG favored a shared approach to identifying fragile situations, based on the
CPIA/CP A and other sources of information that also capture elements of conflict. To address .

differences due to the application of varying annual CPIAlCP A ratings or to the use of relative
and absolute values, members of the WG agreed to recommend using: (a) a common CPIAlCPA
that averages out the organizations' individual ratings; and, (b) an absolute cut-off point below
which countries would be identified as fragile. The testing of other conflict-related indicators
resulted in a very long list of countries, many of which were strong performers on institutional
aspects. Therefore, WG members recommended the presence of peace-keeping and peace-
building missions as an additional alternative indicator for identifying fragility. Such an
indicator was deemed useful for identifying fragility at the sub-national level. The WG clarified
that the identification of fragile situations based on the proposed criteria would signal the need
for close consultations and that such consultations would form the basis for an agreed approach
in these situations.

Recommendation. The WGrecommends that the MDBs adopt ''fragile situations" as
the term that best defines the wide variation in the nature, causes, and duration of
fragility that could arise in the countries in which MDBs engage. The WG also
recommends a shared approach to identifying potentially fragile situations, based on
(a) an absolute cut-off point of an average CPIAlCPA country rating of 3.2 or less, or
(b) the presence of UN and regional (e.g. African Union, European Union,
Organization of American States) peace-keeping or peace-building missions during the
past three years. By adopting a shared approach to the identification of fragile
situations, it would be possible to initiate a process of consultations and discussion
between the corresponding institutions on the appropriateand necessaryjoint policy
and operationalresponses.

Recognizing that situations of fragility cannot always be clearly delineated and that
elements of fragility could arise, at both national and sub national levels, because of a
number of factors-weakening of institutional capacity and governance systems; the
inability of public sectorprograms to deliver basic servicesto the population; isolation
of small market economies; or political insecurity and internal and external conflict-
the WG also recommends that the MDBs continue to closely monitor and share
information on country-specific indicators and that they commit to coordinate closely
in those cases where any MDB, or all MDBs, signal a priority in view of a perceived
fragile situation.

.
I The CPIA rates countries against a set of 16 criteria grouped in four clusters: economic management; structural
policies; policies for social inclusion and equity; and public sector management and institutions.
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9. In relation to this discussion, the World Bank informed the WG that it plans to undertake
an independent review of the methodology used for assessing performance in post-conflict
situations, using the Post-Conflict Performance Indicators (PCPls). The review aims, in part, at
ensuring that the PCPI does not duplicate aspects of institutional performance that are captured
by the CPIA. Depending on the findings of this review, and on subsequent refinements to the
ratings and methodology, the PCPI may eventually be subject to disclosure.

D. Improved Coordination at the Country Level

D.I Joint Analysis, Planning, and Programming

10. Despite the considerable progress made by the donor community in adapting their
policies and procedures to dealing more effectively with fragile situations, the effectiveness and
impact of donor engagement continues to be undermined by insufficient coordination and lack of
coherence and, in many cases, by overlapping mandates of individual partners. While this
problem is common across the development spectrum, its impact can be particularly damaging in
situations characterized by weak national capacity, which demand a more coherent and rapid
response from the donor community. In post-conflict and transition situations, coordination is
particularly key for ensuring coherence between short-term peace-building goals and the longer-
term objectives of recovery and development, areas of support that often fall under the mandates
of different organizations.

Recommendation. In addressingthe needfor greater coordinationamong MDBs and
between MDBs and other international actors, the WG underlined the importance of
recognizing the individual strengths, expertise,and mandates of different development
partners. Accordingly, it recommends that coordination between MDBs and other
international actors be based on an understanding of the particular comparative
advantage that individual organizations bring in different country settings, and that
this coordinationbe based on an agreed division of labor at the country level. Such a
principles-based approach will also need to take into account the preferences of
national counterparts,as well as the roles and capacitiesof international organizations
and bilateraldonors in each country.

11. The WG recognized the progress the MDBs have made in moving toward a more
harmonized approach to working in fragile situations, citing examples of joint assistance
strategies and post-conflict assessments. It also considered and identified a menu of tools and
instruments that could serve as a basis for furthering coordination. The WG recommends that
these be considered and agreed between the concerned MDBs at the most appropriate entry
point-at country-based donor coordination fora, Consultative Group meetings, and pledging
conferences. To support country-based coordination, the WG also recommends the establishment
of an agreed communications protocol that identifies institutional contacts2 who would facilitate
communications between MDBs, particularly in crisis and emergency situations. The following
paragraphs briefly describe the tools and instruments considered by the WG.

2 See Annex
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