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Executive summary

Much progress has been made since the global meeting in Dakar in 2000 introduced
renewed urgency into the international movement to provide basic education for every child
in the world. Globally, primary enrolment has risen by over 40 million children. Average net
enrolment in sub-Saharan Africa has risen to 70% (from 54% in 1999). And aid commitments
to basic education rose from $2.8 billion in 1999 to a peak of $5.2 billion in 2005. But, despite
these impressive results, education has fallen behind other sectors and external financing for
basic education has not grown fast enough to put most countries on track for reaching the
Education For All (EFA) goals and the Millennium Development Goals (MDGs). The Global
Monitoring Report (GMR) of the United Nations Educational, Scientific and Cultural
Organization (UNESCO) estimates that $11 billion is needed if the basic education goals
alone are to be met.

This report presents the findings of a study commissioned by the Hewlett Foundation into
external financing for basic education. It aims to answer the question of why, despite the
rhetoric of strong political support to basic education, the sector has not been able to attract
more donor funds. It addresses three key questions:

1. What has been the trend in aid flows to basic education in recent years and what is
the basic education funding gap? How do aid flows and the funding gap compare with
other sectors? (Section 2)

2. What are the factors motivating or constraining donors from engaging in basic
education? To what extent are they specific to education? (Sections 3-9)

3. What strategies/remedial measures should proponents of basic education adopt that
have proven their worth elsewhere? (Section 10)

The report looks in detail at the ‘micro-politics of aid’: how donor decisions are made and
what factors influence funding allocation. The bulk of the literature on scaling up aid focuses
on questions related to absorptive capacity and aid effectiveness which, as will be shown in
this report, are only part of the explanation. To try and answer the above questions, the study
conducted a literature review and a series of interviews in two phases. The first phase
included telephone interviews with 70 respondents from a wide variety of organisations,
including bilateral and multilateral donors, non-governmental organisations (NGOs) and
foundations (and some corporations). The literature review and initial interviews led to the
identification of a number of core factors, which were further explored in the second phase of
the research. The second phase included case studies with 19 organisations and two country
case studies (including over 100 face-to-face interviews). The studies were selected based
on type of organisation (bilateral, multilateral, non-DAC (Development Assistance Committee
of the Organisation for Economic Co-operation and Development (OECD)) and
NGO/foundations) and level of funding to basic education (high, medium and low).

viii
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Trends in aid flows to basic education

The six-year period from the Millennium Conference through Monterrey to Gleneagles and its
associated debt relief was in many ways a golden age for development cooperation. Aid to
MDG-related services, both in absolute terms and as a proportion of total aid, increased
considerably. Aid to basic services increased from 7% of total aid in 1997 to over 21% in
2006. However, while the share of sector-allocable aid to basic education increased in the
first half of this decade, it appears to have stagnated in recent years. The current level of aid
for basic education is significantly short of the $11 billion estimated annual external financing
needed to achieve the basic education goals (including universal primary education (UPE)
and further still from the estimated $16 billion a year needed to achieve the broader EFA
goals, including post-primary education. In 2007, DAC donors disbursed $4.1 billion, leaving
an external financing gap of $7 billion.

Data also suggest that education has benefited relatively less from the overall increase in
social sector aid compared with other sectors, such as health. The share of aid to health and
reproductive health has increased over the past decade, whereas the share of aid to
education — although increasing slightly in the early 2000s — has either remained stagnant or
decreased slightly. Latest figures from the OECD suggest a slightly higher share for health,
with 18% of sector-allocable aid disbursed to health in 2007 compared with 14% for
education. In comparison, governance, economic infrastructure and services and production
sectors received 18%, 18% and 9% of sector-allocable aid disbursements in 2007

Finally, data suggest that aid allocations to education have not been focused on the basic
level or on the countries in greatest need. Some of the largest donors still provide the
majority of their education aid to the post-primary sub-sectors, in particular through higher
education scholarship programmes. In addition, while some donors provide the majority of
their support to low-income countries (LICs), others continue to provide large shares of their
aid — including their aid to education — to middle-income countries (MICs). A significant
proportion of the financing need for basic education could be met by bilateral donors aligning
their allocation decisions with their stated policy priority to achieve the EFA goals. This is
particularly true of some of the G8 countries, which continue to allocate the bulk of their aid
to education to post-primary education.

The consideration of additional and alternative sources of financing for basic education is
particularly important at this time. The current financial crisis and the deterioration of the
fiscal situation in most OECD countries are likely to have a negative impact on overall aid
commitments from the DAC donor countries. This will make attempts to raise additional
financing for basic education even more challenging than in the past. In order to make these
efforts as effective as possible, it will be necessary to reach out further to ‘non traditional’
donors and to understand the factors influencing decision makers at all levels.

What motivates or constrains the scaling-up of external financing?

This report discusses six key factors influencing donor decisions to finance basic education.
These include donor prioritisation and leadership; aid architecture; donor organisation and
capacity; evidence and advocacy; partner demand; and absorptive capacity.
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Figure 1: Factors influencing allocation of aid to basic education
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It is difficult to gauge the relative importance of different factors affecting the scale-up of
basic education. Many respondents noted they were not able to rank the importance of the
factors, as they were highly interrelated. Moreover, there were considerable differences in
opinions between and even within similar types of organisations. However, simple
frequencies (of the number of interviews where a particular factor or constraint was
mentioned) and qualitative judgements (based on case studies) allowed us to draw some
tentative conclusions on the relative importance of factors. Prioritisation of basic education,
evidence and advocacy and the aid architecture seem to be the areas presenting the
strongest limitations to the scale-up of financing for basic education. These were followed by
recipient demand, partner absorptive capacity and donor capacity and organisation.
Interestingly, absorptive capacity featured much less strongly than might have been
expected based on the attention devoted to it in the literature on scaling up aid. In terms of
factors that have motivated donors to engage in basic education so far, prioritisation and
demand for financing were perceived to be most important. Improvements in architecture
also had positive effects, followed by existing evidence and advocacy and improvements in
recipient capacity.

Factors seemed to differ depending on the type of organisation. Prioritisation was most
frequently mentioned as a constraint by bilateral donors. Aid architecture and partner
demand featured more strongly among multilateral donors. Non-DAC donors noted as
constraints issues related to organisational priorities and partner demand. Foundations and
NGOs felt evidence and the way education is promoted were of greater concern.
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The global story: Agreements and politics

These factors operate against the historical background of the global education movement,
which began with the 1948 Universal Declaration of Human Rights, enshrining good quality
basic education as a basic human right. An initial surge in interest and investment in basic
education in the first two decades after World War Il was followed by public expenditure cuts
in the wake of the oil and economic crises in the 1970s and 1980s. A series of global
meetings starting in Jomtien, Thailand, in 1990 attempted to revive the political will to provide
access to basic education for all children. Commitments were restated 10 years later at the
global conference in Dakar in 2000, and expanded to include six ‘Education For All' goals.
The education movement was also given an important boast by the inclusion of UPE and
equal access for girls in the MDG Declaration in 2000.

However, since Dakar there has been (with a few notable exceptions) a drop in high-level
political support for global education meetings. UNESCO has not managed to attract senior
political representatives from donor countries to the EFA High-level Group, which was
established at Dakar to maintain the political momentum on education. This contrasts
strongly with the high-level attendance and widespread media coverage of equivalent
meetings in health, AIDS, climate change and environment sectors. When education has
secured support from global leaders (e.g. Gordon Brown, James Wolfensohn and, more
recently, Hillary Clinton and US Congresswomen Nita Lowey), it has resulted in significant
increases in attention and substantial additional financing for basic education.

The launch of the EFA Fast Track Initiative (FTI) in 2002 was an attempt to address this
issue. An evaluation of this initiative is currently ongoing. Initial findings suggest that, while
successful at increasing coordination and alignment of external resources, its effectiveness
in raising additional financing has been questioned. It has also been heavily reliant on a
small number of donors and has not been able to provide support to most of the large
population LICs.

Factors influencing donor financing to basic education

Prioritisation and leadership. Organisational prioritisation, particularly when directed by top
leadership, can have powerful effects on aid allocations to basic education. This has been
demonstrated by the Netherlands, the UK, the World Bank and the US over the past decade.
Conversely, the lack of such prioritisation was mentioned by a significant number of DAC
bilateral and multilateral donors as an important constraint to scaling up aid to basic
education.

Organisational priorities varied significantly across donor agencies and were determined by a
number of factors:

x Direction from top leadership was found to have a significant influence in a number of
agencies. If there is high-level support — even in the most decentralised agencies — it
can strongly influence aid allocations. For example, Prime Minister Gordon Brown
made basic education a priority within the UK’s development agenda and the World
Bank President James Wolfensohn was instrumental in securing the Bank’s strong
engagement in the EFA movement. Equally, strong personal interests in education by
a number of donor foundation founders, such as Sheikh Mohammed Bin Rashid Al
Maktoum of Dubai Cares, led to strong support for the sector in those organisations.

x Prioritisation of newly emerging Asian and Arab donors was found to be influenced by
their own development story and cultural or religious foundations. These non-
traditional donors showed a strong inherent interest in education.

X In some cases, donors referred to the role of a ‘visionary paper’ in their organisation’s
focus on basic education (or other sectors). For example, the Delors report ‘Learning.

Xi
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The Treasure Within’, contributed to putting basic education on the agenda within the
UN. In addition, pressure from advocacy groups within and outside organisations was
also recognised.

X International agreements (such as the MDGs and EFA goals) were also found to have
a strong effect on prioritisation. They are now accepted as an important part of the
development agenda.

X The role of foreign policy interests was also emphasised, both by DAC (e.g. US) and
non-DAC donors (e.g. Saudi Arabia and South Korea).

x Finally, organisational mandate and focus can be determining factors. This is
particularly important in foundations and NGOs and in some multilateral agencies
(e.g. Save the Children and UNICEF).

Many organisations have made strong public statements on the importance of basic
education but aid commitments have not always followed these stated priorities. The report
notes that the lack of genuine political commitment to education may be part of the reason
for this (as often noted by advocacy organisations), but other factors also seem to be playing
a significant role. For example, decentralisation of aid management decision making has
made it more difficult to implement central priorities, even when there is high-level political
commitment. This is further compounded in those countries, such as the US and Japan,
where official aid budgets are spread across several government departments or agencies.
Finally, there is an inherent tension between a country-based approach to development on
the one hand, which seeks to retain flexibility and responsiveness to local circumstances,
and, on the other hand, centrally mandated sector priorities set by ministers or other elected
representatives in donor countries in response to real or perceived demand from
international NGOs or other advocacy groups. This report looks in more detail at the
approaches taken by several donor organisations to manage this tension.

Aid architecture. The international aid architecture, in particular issues related to the way
aid is managed and delivered, was also stated as a constraint to scaling up aid in a number
of organisations. Some of these issues affect other sectors as well, but a number of them
seemed particularly important for education.

X While recognising that country ownership and alignment have strengthened
considerably in recent years, lack of donor coordination was still noted as a factor
constraining the scale-up of aid to basic education, in particular by government
officials at the country level. The high transaction cost of dealing with several different
donors drains capacity from local government agencies and inhibits local government
ability to secure and use additional finance effectively.

X On the donor side, several donors noted that the limited availability of effective
mechanisms to coordinate or pool aid resources was a constraint. This was
particularly important for donors (such as the Netherlands) who were seeking to scale
up their support for education without starting new bilateral country programmes. The
option of silent partnerships or delegated cooperation agreement within a pooled
arrangement is an attractive one for several small and medium-sized donors.

x The effects of the trend towards budget support were also mentioned by several
respondents. On the one hand, this modality provides governments with more
streamlined funding and creates fiscal space to allocate more finance to social
services such as basic education. This is particularly important in education, as
recurrent costs account for up to 70-80% of the total financing gap. On the other
hand, donors expressed a concern that the move towards budget support meant that
they had less influence over policy decisions and little control over the amount of
domestic spending allocated to basic education.

x There was a widely held view that the education sector has not given sufficient
attention to developing innovative approaches to financing. The FTI has added new
dimensions in measures to promote harmonisation and alignment but its
effectiveness in terms of raising additional funds has been questioned (and is the

Xii
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subject of an ongoing evaluation). There are also other as yet unproven proposals on
innovative financing, such as the Cash on Delivery Aid concept developed by the
Center for Global Development (CGD). But much is still unknown in terms of whether
and how these mechanisms could be used in the education sector. Many
respondents noted the success of the health sector in benefiting from innovative
financing instruments such as the Advance Market Commitments and the
International Finance Facility for Immunization (IFFm) Bond.

x The lack of engagement of the private sector was also discussed by a number of
respondents. Views differed, however, on the extent and modality of private sector
engagement. Some felt it would be desirable for the private sector to be engaged in
the delivery of basic education; others also saw a role for the corporate sector as
funders. Lack of communication between DAC and non-DAC donors was also
perceived to have limited the potential for scale-up from a broader group of donors.

Donor capacity and organisation. The survey highlighted a number of aspects related to
the internal organisation of donor agencies that are affecting scale-up of aid to basic
education. Donor cost-saving exercises, the restructuring of donor agencies and the use of
new aid modalities all seem to have contributed to a weakening of education expertise in
donor agencies. This is perceived to limit further scale-up of aid to basic education. Equally,
as noted earlier, organisational structuring (degree of decentralisation and disaggregation)
seems to affect organisations’ ability to effectively prioritise basic education (although it
should be noted that this possibly also affects the prioritisation of other sectors).

Evidence and advocacy. The fourth factor influencing basic education funding decisions is
the availability of evidence and the way education is promoted by advocacy organisations.
The perceived importance of this factor seemed to vary somewhat across agencies. A strong
evidence base was more important for foundations and NGOs as well as multilateral
organisations. There was a general feeling that basic education has not been sufficiently
effective in measuring results and impact. Several types of results are perceived to be
missing, including evidence on need; reliable and consistent estimates of the funding gap;
evidence on impact in terms of learning outcomes; and the impact of education on other
development outcomes. The impact of investment in basic education takes a long time to
materialise, which puts the sector at a disadvantage in comparison with other sectors. It was
noted that greater clarity and agreement with respect to impact measures, in particular the
guantity and quality measures, were urgently needed.

Decisions to scale up aid are influenced not only by the evidence generated but perhaps
more importantly by the way evidence is presented and used in advocacy campaigns. There
was broad agreement that global campaigners (such as the Global Campaign for Education
(GCE)) and civil society have played an important role in the education movement and the
international agreement around the EFA goals in particular. However, education campaigns
have had to compete with stronger campaigns in other sectors. Some attributed the relatively
limited success in education advocacy campaigns to the failure to gather and use evidence
clearly and effectively. Others highlighted that education advocacy is sometimes too
ideological, making it less effective with certain donors. For example, some advocacy groups
place strong emphasis on budget support as the ‘approved’ approach for support in the
sector. There is also a need for greater engagement and strengthening of grassroots
organisations. Some also noted that efforts were sometimes too narrowly focused in aid
agencies: they should try to influence much broader target groups, including different parts of
government, parliament, opposition parties, etc.

Partner absorptive capacity. Of all factors influencing the scale-up of aid to basic
education, the capacity of recipient countries to absorb sizeable amounts of aid has been
discussed most widely in the literature. Interestingly, the evidence in this study suggests that,
while considered to be important, absorptive capacity is by no means the most significant
factor in determining the scale-up of aid. Moreover, respondents noted that there are ways to
address capacity issues and that one can ‘programme around them’. To a certain extent, as
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has been shown in the health and AIDS sectors, capacity expands to deal with increased
quantity of funding. Capacity constraints could also be reduced if donors and funding
agencies were better coordinated and used more streamlined procedures and more
predictable modalities. Capacity issues were mentioned relatively more frequently by
recipient governments, non-DAC donors and advocacy organisations.

Absorptive capacity constraints generally involved institutional and human resource capacity
and, to some extent, systems of accountability. Macroeconomic constraints were mentioned
rarely by donors, although advocacy organisations were relatively more concerned about
them. Overall, respondents felt the ability of government to develop credible plans had
increased significantly, but implementation capacity within education ministries and at sub-
national levels remained a concern. Capacity constraints were thought to be a particularly
challenging issue in the context of fragile states.

Partner demand. With donors giving increased attention to country ownership, strong
partner demand for basic education is an ingredient in decisions to allocate funding to basic
education. Demand is generally gauged in a number of ways, including requests for funding,
political statements, prioritisation in national development strategies and allocation of
domestic resources.

Interviews clearly indicate that strong demand for basic education support exists at the
general level. However, demand for aid for the sector was found to vary significantly across
donor agencies. It was felt more strongly by agencies that prioritise education. This suggests
that recipients direct their demand to those agencies they perceive are interested in
supplying it. Donors that provide aid mainly through loans instead of grants (e.g. World Bank,
Saudi Development Fund and Japan) noted that demand for basic education loans was
limited and falling, as countries are reluctant to borrow to invest in recurrent costs. Demand
also differs across countries. LICs (particularly in Africa) and/or countries with low enrolment
rates were perceived to have a higher demand for external support for basic education.
Countries which have made relatively good progress in basic education in recent years are
also found to increasingly demand for support for post-primary education. Uganda is an
example.

What can be done?

The analysis of factors influencing decision making in basic education highlighted a number
of potential opportunities or remedies that proponents of basic education could adopt to
increase support for the sector. There are several developments that may offer opportunities
in 2010 to mobilise substantial new resources, including the 1 Goal Campaign linked to the
World Cup, the FTI replenishment campaign, the US proposal for a global fund for education
and the possible establishment of a mechanism to support education programmes in fragile
states. The key challenge will be to make the most of these opportunities by developing a
strong evidence-based case for increased resources for basic education in spite of the
difficult financial circumstances that are likely to affect all donor countries over the next few
years.

The study has a number of recommendations around five themes (broadly in line with the
factors identified earlier).

Capturing the global stage. The study clearly suggests that prioritisation of basic education
in donor agencies is an important factor in the scale-up of financing. There is a need to
capture support of high-level political, popular and/or corporate leaders. This could occur by
identifying a core group of global champions, who could be the driving force behind a global
effort. This would ideally include a combination of world famous academics, political leaders
and corporate leaders. Advocacy at the global level could be strengthened by greater
engagement and advocacy from grassroots organisations.
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Making a case for education. The education sector could make a stronger case for itself by
making use of evidence and making a case for education more effectively. A key suggestion
is to develop a renewed ‘visionary paper’, which would provide a powerful case for increased
investment in basic education and demonstrate its importance to the challenges of today.
Major reports, such as the Brundtland Commission report on the environment, the Stern
report on climate change and the earlier Delors report on education, have made a real
difference. The papers are based on robust analysis and a panel of high-level experts. A
semi-permanent body to provide rigorous economic and social analysis of the education
sector on a rolling basis could also potentially strengthen education’s place in the
international arena. This could be modelled on the World Health Organization’s (WHQO’s)
Commission on Macroeconomics and Health or the Intergovernmental Panel on Climate
Change (IPCC). Finally, it is necessary to develop more coherent messages around the
importance of quantity and quality of education and the relative importance of primary, basic
and secondary education. The case for education could also be strengthened by linking
education more clearly and rigorously to other development outcomes, in particular climate
change, through education’s positive impact on reducing population growth.

Expanding the tent: New partners and approaches. The education sector could benefit
from broadening its community and approaches in three ways. First, the sector should look
into further opportunities to use innovative financing mechanisms. The FTI, the exploration of
options for funding education in fragile states and work on the application of results-based
aid in education are steps in the right direction. A review of health financing mechanisms and
their possible application in education would also be useful. Options to ‘raise funds vertically,
but deliver them horizontally’ could also be explored. Second, the study identified a clear
need to reach out to non-traditional donors and foundations which have so far not invested in
any significant way in education. There may need to be adjustments to the presentation of
the investment objectives for the sector in order to meet the needs of foundations that are
accountable for results. Finally, there is a need to further review the potential role of the
private sector in the provision of basic education, which is still the subject of considerable
debate. Work in this area is already ongoing, examining the application of public—private
partnerships (PPPs) in the education sector, but further empirical evidence about their
functioning and impact is needed.

Enhancing the effectiveness of aid delivery. The education sector should seek to build
more strongly on the progress made in terms of coordination at the country level.
Respondents felt there is an urgent need for a stronger global platform that is able to include
all players in the education agenda. One option would be to strengthen the UNESCO High-
level Group by setting up a smaller commission involving high-level and political leaders.
Greater opportunities for donors to enter collaborative partnerships are also needed. Many
donors noted they would be able to scale up funding if they had access to silent partnerships
or other kinds of collaboration. Experiences of successful partnerships need to be identified
and shared. A number of internal organizational challenges also need to be addressed. A
core challenge for many donor organisations is to combine central priorities with
decentralised decision-making processes and an increased emphasis on country ownership.
Another challenge relates to the internal capacity of donor organisations. Further
experimentation with new approaches to use expert resources across agencies could be
helpful in this context.

Strengthening recipient capacity and demand. Donors need to improve the coordination
of technical support and address gaps in technical expertise across the donor community.
Donor agencies need to have access to skilled and experienced personnel, either in-house
or on a shared call-down basis. Critical skills include high-level strategic planning to bring
programmes to scale, operate in fragile states and apply innovative approaches to education.
There is also an urgent need to develop more systemic approaches to building capacity
within local governments through institutional development and system-wide reform. The
survey also noted a need to strengthen local government and non-government accountability
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mechanisms that can create pressure and demand for high-quality delivery of education
services.
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1. The framework

This section sets out the broad framework of the research, including the key research
questions, the methodology and a summary of the primary factors, influencing external
financing for basic education.

1.1 Whatis this study about?

While much has been achieved in the education sector, particularly in terms of better policies
and more coherent support to their implementation, the sector has not managed to attract an
adequate level of financing. Despite government commitments, international advocacy
campaigns and the publicity created by the Education For All (EFA) movement and the
Millennium Development Goals (MDGs), the estimated ‘funding gap’ required to finance
universal basic education has remained stubbornly present. The United Nations Educational,
Scientific and Cultural Organization (UNESCO) Global Monitoring Report (GMR) estimates
that to attain the EFA goals and the MDGs will take an additional $7-8 billion a year (2008).

This report presents the findings of a study commissioned by the Hewlett Foundation. The
study, carried out between October 2008 and June 2009, aimed to identify the key factors
that affect the external financing of basic education in developing countries from the varying
perspectives of various funders. It aims to answer the fundamental question of why, despite
the strong rhetoric of scaling up aid to basic education, the sector has not been able attract
more donor funds. The study lays out a complex set of factors, each with several
dimensions. Many of the factors are the subject of live debates and warrant deeper
investigation and analysis than presented in this report. The aim of this report is to provide an
informed basis for further reflection, analysis and dialogue among aid agencies, business
and civil society organisations (CSOs) about the nature of the funding gap and potential
strategies that could help close it.

Box 1: Definition of basic education

Basic education is broader than simply primary education, which was used by the donor community in
the formulation of the second MDG goal and the EFA goal of universal primary education (UPE). More
recently, donors have increasingly been including parts of secondary or early childhood development
in their basic education strategies.

UNESCO defines basic education as the first nine years (progressively extending to 12 years) of
formal education, of which the first five or six are often identified as ‘primary’ and the rest ‘lower
secondary’. It also includes basic education for youth and adults who did not have the opportunity or
possibility to receive and complete basic education at the appropriate age. Basic education prepares
the population for ‘further education, for an active life and citizenship’. It meets basic learning needs
including learning to learn, the acquisition of numeracy, literacy and scientific and technological
knowledge as applied to daily life.

The Organisation for Economic Co-operation and Development (OECD) Development Assistance
Committee (DAC) includes early childhood education, primary education and ‘formal and non-formal
education for basic life skills for young people and adults (adult education); literacy and numeracy
training’ in the official definitions used for the Creditor Reporting System database.

The interviews and data collected for this report were based on the broader OECD-DAC definition of
basic education.

This report is organised in three broad parts, answering three key questions:

1. What has been the trend in aid flows to basic education in recent years and what is
the basic education funding gap? How do aid flows and the funding gap compare with
other sectors? (Section 2)




2. What are the factors that are motivating or constraining donors from engaging in
basic education and to what extent are they specific to education? (Sections 3-9)

3. What features/remedial measures should proponents of basic education adopt to
further increase available external finance that have proven their worth elsewhere?
(Section 10)

1.2 Theresearch

To answer the key research questions, this study was organised in two phases. The initial
phase (October 2008 - February 2009) included a review of existing literature and
exploratory telephone interviews with a number of donors to identify key factors influencing
education financing. The sample for Phase | is presented in Table 1.

Table 1: Number of respondents by type of organisation (Phase I)

Organisation type No. of respondents
DAC bilateral agency 23

Non-DAC bilateral/multilateral agency1 4

Multilateral agency 13
Funding/advocacy non-governmental organisation (NGO) | 10

Private foundation 7

Faith-based organisation 4
Corporation/corporate-funded foundation 8

Other 1

Total 70

The second phase (February-June 2009) included 19 case studies with a variety of donor
agencies. The purpose of Phase Il was to consolidate and get a deeper understanding of the
key factors identified in Phase |. The case studies were chosen based on two criteria: the
type of organisation and level of spending. Phase Il also included two country case studies in
Mali and Uganda to gauge the country level perspective. Table 2 presents the Phase Il case
studies and the criteria according to which they were selected.

1 Often referred to as development assistance providers outside the DAC.
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Table 2: Donor and country case studies (Phase Il)

Donor case studies Type Level of funding® | Other criteria
UK Bilateral High

France Bilateral Medium

Spain Bilateral Medium

Japan Bilateral Low

us Bilateral Low

Saudi Arabia Bilateral Emerging Non-DAC
Children's Investment Fund Foundation High

Aga Khan Foundation (AKF) Foundation Medium

Soros Foundation Foundation Low

Dubai Cares Foundation Emerging

World Bank Multilateral High

UN Children’s Fund (UNICEF) Multilateral Medium

European Commission (EC) Multilateral Low

Organization of the Petroleum Multilateral Emerging Non-DAC
Exporting Countries (OPEC) Fund

Islamic Development Bank (IDB) Multilateral Emerging Non-DAC
Save the Children UK NGO High

Plan International NGO Medium

Academy for Educational NGO Medium

Development (AED)

ActionAid US NGO Low

Country case studies

Mali

Uganda
1.3 Six factors influencing scale-up of aid to basic education

Based on the literature review and preliminary interviews, six key factors influencing donor
financing for basic education were identified. These factors operate within and are influenced
by the global/historical context (Section 3):

X

Donor prioritisation and leadership (Section 4). This includes priorities set out in
organisational strategies or leadership. These priorities can be influenced by
international commitments, domestic pressure, comparative advantage as well as
other factors discussed below.

Aid architecture (Section 5). This includes issues related to aid effectiveness,
financing channels and the involvement of new players such as the private sector.
Donor capacity and organisation (Section 6). Donors’ internal (expert) capacity as
well as their organisational structure can influence decisions to support basic
education and organisations’ ability to implement stated priorities.

Evidence and advocacy (Section 7). Evidence of need, outputs, outcomes and
impact can have an important effect on financing decisions. Advocacy campaigns are
important in presenting this evidence to policymakers.

Partner country absorptive capacity (Section 8). Absorptive capacity constraints
have been frequently cited in the literature on the scale-up of aid. Institutional and
human resource capacity constraints seem to be most important.

Partner country demand (Section 9). Recipient countries are increasingly taking
control of what is financed by donors. The extent to which there is a genuine effective
demand for donor financing can be important in determining external financing.

2 The level of funding for bilaterals and multilaterals was based on the share of basic education in overall
spending; for foundations and non-DAC donors the classification was made based on available evidence
including level of spending and prioritisation of education in overall programmes. Data on actual spending levels,
however, were not always available for these organisations.
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Figure 2: Factors influencing external financing for basic education
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Interviewees in 19 organisations were asked to give the three most important motivating as
well as constraining factors for their engagement in basic education.® A summary of the
factors by organisation is given in Annexes 2 and 3. In order to get an idea of the relative
importance of various factors across different organisations, we also calculated some simple
descriptive statistics of all interviews by type of organisation.* Overall, prioritisation of basic
education, evidence and advocacy and the aid architecture present the biggest challenges to
the scale-up of financing for basic education. This is followed by constraints related to
demand, recipient capacity and donor capacity and organisation. Interestingly, issues related
to absorptive capacity featured much less strongly than might have been expected based on
the attention devoted to it in the literature on scaling up aid. In terms of factors that have
motivated donors to engage in basic education so far, prioritisation and demand for financing
were perceived to be most important, improvements in architecture also had positive effects,
followed by existing evidence and advocacy and improvements in recipient capacity.

Table 3 shows how constraints vary by donor type. Prioritisation was most frequently
mentioned as a constraint by bilateral donors (and also advocacy organisations). At least one
respondent in each of the bilateral donor agencies also mentioned the organisation’s own
capacity as a constraint. Aid architecture and partner demand featured strongly among
multilateral donors. Demand was also frequently mentioned by non-DAC donors.

3 Respondents were not limited in terms of the number of factors. Some mentioned more than three factors,
some mentioned fewer.

4 It should be noted, however, that many interviewees pointed out that it was difficult to identify one particular
factor as most important as they felt often factors were highly interrelated.
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Foundations and NGOs felt evidence and the way education is promoted were a greater
concern.

Table 3: Constraints to scaling up funding to basic education by donor organisation

Prioritisation & | Aid Donor Evidence | Partner Partner
leadership architecture | capacity & & absorptive | demand
organisation | advocacy | capacity
Bilateral
UK (V) \% (V) \% * *
France \ V * V
Spain V V V *
Japan V * V * V
us V * * \% \%
Multilateral
EC V \% * Vv
UNICEF v V) V (V) * *
World Bank * V * \% * V
Non-DAC
IDB \ \Y
OPEC Fund \ \% Vv
Saudi Arabia | V * Vv
Foundation/NGO*
AKF * V \% \% *
CIFF V \% \%
Dubai Cares \ \
oSl \ V V *
ActionAid US | V \
AED V \%
Plan \
International
Save UK V V

Source: Phase Il interviews (V = top three most frequently mentioned constraints with (V) = mentioned
with equal frequency; * = other constraints mentioned).

The second phase of the study also included two country case studies, in which factors and
constraints were investigated at the country level. Table 4 provides a summary of the
constraining factors identified in Uganda and Mali.

Table 4: Constraints to scaling up funding to basic education identified in country
case studies

Prioritisation Aid Donor Evidence Partner Partner
& leadership architecture | capacity & & absorptive demand
organisation | advocacy | capacity
Uganda vV * V V
Mali \Y \Y V *

Source: Phase Il interviews (V = top three most frequently mentioned constraints; * = other constraints
mentioned).

The analysis of interviews within aid agencies suggested that the relative importance of
factors also differed depending on the level and location of the interviewees. In headquarters,
evidence and prioritisation were mentioned most frequently, whereas in country offices
absorptive capacity was emphasised relatively more frequently.




2. Understanding the context

Key findings:

x Aid to MDG-related services, both in absolute terms and as a proportion of total
aid, has increased considerably. While the share of sector-allocable aid to basic
education increased in the 1990s, in recent years the share has remained flat.

X In absolute terms, aid for education has risen over the past decade. However, the
current level of aid for basic education is still significantly short of the $11 billion
estimated annual external financing needed to achieve the Dakar commitment to
universal basic education in low-income countries (LICs) (and further still from the
estimated $16 billion a year needed to achieve the broader EFA goals). For
example, DAC donors disbursed $4.1 billion to basic education in 2007, leaving an
external financing gap of $7 billion.

x Although basic education receives significant resources from DAC donors and
NGOs, basic education receives relatively little funding from large private
foundations and non-DAC donors. However, detailed and consistent data on these
groups are currently unavailable. More information is needed to accurately gauge
their engagement.

x Various funding gap estimates suggest that there are large unmet needs in each
MDG-related sector. Taken in combination, these financing requirements may not
be attainable in the absence of a marked increase in government expenditure
and/or overall aid commitments, suggesting the need for further effort aimed at a
systematic prioritisation of donor and public funds.

X Some of the largest donors still provide the majority of their education aid to the
post-primary sub-sectors, in particular through higher education scholarship
programmes. In addition, while some donors provide the majority of their support
to LICs, others continue to provide large shares of their aid — including their aid to
education — to middle-income countries (MICs). There is a need for further
analysis of donor allocation decisions across countries and sub-sectors.

This section provides a brief overview of the aid context, including an analysis of aid to basic
education and the level of funding needed to achieve UPE. Information on developing
countries’ domestic financing for education is presented in Section 9 on demand.

2.1 Aid trends

According to the 2009 OECD Development Cooperation Report (OECD, 2009b), net official
aid flows (in constant dollars) from DAC donors totalled $103.5 billion in 2007 — a slight
decrease from 2005 and 2006 (when debt relief was high). However, preliminary data
suggest that donors are once again scaling up their support, with net official development
assistance (ODA) in 2008 estimated at $119.8 billion (OECD, 2009a). See Figure 3 for
details. Non-DAC flows and resources from private foundations, companies and NGOs have
also increased, although information is not gathered systematically and further analysis is
needed in order to obtain a comprehensive picture. See Box 2.
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Figure 3: Trends in net ODA by DAC donor type
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Although total aid by DAC donors has increased, only five countries — Denmark,
Luxembourg, the Netherlands, Norway and Sweden — have exceeded the UN target of 0.7%
of gross national income (GNI). None of the five largest donors — US, Japan, Germany,
France and the UK — has reached the UN target to date (OECD, 2009a).

Box 2: Potential sources of external support for basic education

Although comprehensive information on the level of financing available from development actors
outside the DAC is not available, data suggest that these donors could potentially provide a significant
amount of the resources needed to achieve UPE. Yet to date, with some exceptions, many provide a
relatively low share of their assistance to basic education. In addition, several — particularly
foundations and corporations — allocate the majority of their funds to domestic causes. The following
paragraphs provide a snapshot of these actors’ resource envelopes.

Non-DAC donors: A recent UN Economic and Social Council study (ECOSOC, 2008) estimates that
‘Southern contributors’ disbursed between $9.5 and $12.1 billion in development assistance in 2006.
The five ‘BRICS’ countries — Brazil, Russia, India, China and South Africa — are particularly believed to
provide large amounts of funds for development. India recently announced expenditure of around $1
billion per annum for development cooperation (OECD, 2009b) and official figures suggest the Saudi
Fund for Development extended $297° million in 2007 to finance development projects in 12 countries.
According to interviews conducted for this study, between 1973 and 2008 official Saudi aid — including
soft loans through the SFD — totalled $83 billion (equivalent to $126 billion in current prices).

Foundations: According to the Foundation Center, international giving by US foundations reached
$5.4 billion in 2007, rising from $1.6 billion in 1998 and $3.2 billion in 2003. Preliminary data suggest
that donations in 2008 were even higher. Foundations in Europe and other parts of the world are also
supporting causes in developing countries. Dubai Cares, which to date has raised nearly $1 billion
from individuals and businesses in Dubai, has recently started to allocate money to UNICEF and Save
the Children (UNESCO, 2008). In general, however, few large foundations allocate significant support
to basic education overseas; and, within education, their focus has been on higher learning (e.g. the
Partnership for Higher Education in Africa).

NGOs: OECD-DAC Secretariat estimates suggest that development funding from NGOs in DAC
countries are approaching $20 billion per annum (OECD, 2008a). Plan International spent
approximately $463 million on programmes in 2007. Similarly, Save the Children UK spent £138
million in fiscal year 2007/08. Both allocated a significant share of their resources to basic education.

5 Note that this and the subsequent figures for the Saudi Fund are based on currency conversions calculated on
22 June 20009.




Corporations: Over 85% of US corporations engage in philanthropic activities (Guthrie, 2004). A
number of corporations in Europe and other regions of the world do so as well. While the majority of
their charitable contributions continue to support domestic causes, international giving has increased
in recent years. IBM, for example, increased foreign charitable contributions from 12.4% in 2000 to
30.4% by 2004. In total, the World Economic Forum (2004) estimates that Fortune Global 500
companies contribute approximately $2-4 billion to activities in LICs each year through cash and in-
kind donations. More recently, the Hudson Institute (Adelman, 2009) estimated that US corporations
provided $6.8 billion through cash and in-kind giving to developing countries in 2007.

2.1.1 Share of aid to social sectors®

Aid to MDG-related services, both in absolute terms and as a proportion of total aid, has
increased considerably since the 1990s (Manning, 2009). According to the MDG Gap Task
Force (2008), ODA for basic social services’ increased from 7% in 1997 to over 21%
(approximately $12 billion) in 2006. When social sectors as a whole are analysed, the share
is closer to one-third (OECD 2009b; Thiele et al. 2006; UNESCO 2008).

Figure 4: DAC donor ODA to social services, 1997-2006
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The MDG Gap Task Force (2008) reports that education and health (including reproductive
health) both received approximately 15% of sector-allocable aid in 2006. Latest figures from
the OECD suggest a slightly higher share for health, with 18% of sector-allocable aid
disbursed to health in 2007 compared with 14% for education (2009c). Both sources indicate
that, while the share of sector aid to health has increased over the past decade,? the share of
sector aid to education has remained fairly stagnant, with minor year-by-year fluctuations
(the share received in 2007 was higher than the share received in 2000 and 2005 but lower
than the share received in the mid-1990s). With regard to basic services, data reported by
Manning (2009) indicate that the share of sector-allocable aid to both basic health and basic
education increased from the mid-1990s until the early 2000s.° At this point, while the share
to sector-allocable aid to basic health continued to increase, the share to basic education

6 Note that although this report makes comparison between aid to health and aid to education — given that they
are both prominent in the MDGs — the reader should take caution when making inferences based on this data.
First, it is largely based on sector-allocable aid; budget support — a high share of which is allocated to education —
is not included. Second, the two sectors are intertwined; an improvement in one sector leads to an improvement
in the other. Third, aid data are viewed in isolation; domestic resource allocation is not considered.

7 Which the Task Force defines to include expenditures on basic education, primary health care, nutrition, safe
water and sanitation.

8 The recent rise in aid to health is further confirmed by (OECD, 2008e). According to this brief, ‘After stagnating
in the 1980s and 1990s, aid to health has risen sharply in recent years’ — reaching 16% of total DAC countries’
bilateral sector-allocable aid in 2005-2006, compared with 12% in 2001-2002.

9 Data from the OECD (2009c) also indicate that the share of DAC aid commitments to education rose in the mid-
1990s (data on disbursements are not available until 2002). See UNESCO (2009) for more information on the
recent stagnation.
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plateaued. These finding are supported by Thiele et al. (2006), who find that ‘while some
MDGs, e.g., the fight against HIV/AIDS,” have shaped the allocation of aid, the sector-
specific results reveal that with respect to other MDGs, most notably primary education, there
is a considerable gap between donor rhetoric and actual aid allocation’. See Figures 4 and
5. In comparison, governance, economic infrastructure and services and production sectors
received 18%, 18% and 9% of sector-allocable aid disbursements in 2007 (OECD, 2009c).

Figure 5: Share of sector-allocable ODA to each social sector, 1995-2006
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Figure 6: Share of sector-allocable aid by sector (disbursements, constant $ 2007)*?
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10 The OECD (2008e) also notes that the sub-sectoral breakdown of health spending has changed in favour of
reproductive health, particularly HIV/AIDS. The share of aid to health allocated to HIV/AIDS control increased
from 25% in 2000-2004 to 35% in 2005-2006.

11 Two caveats should be noted. First, estimates of the share of social sectors in total ODA are somewhat prone
to error as donors are increasingly moving to budget support and support of systems, which makes the allocation
of aid to a particular sector more difficult. Second, increased allocations to health are not necessarily negative for
the education sector. Improved health indicators have been shown to have positive effects on the education
sector.

12 Based on data extracted from the OECD DAC Credit Reporting System on 28 June 2009.

9



2.1.2 Aid to education

Total aid to education, and basic education, has consistently increased. In absolute terms,
education disbursements reached $10.7 billion in 2007. $4.1 billion of this (38%) was
allocated to basic education, up from $3.65 billion'® in 2006 (based on figures from the
OECD. See Figure 7 for details." The fact that the share of aid to education has remained
fairly stable while total disbursements have risen suggests that the increase in
disbursements to education is a result of the increase in overall aid levels rather than a shift
in priority (Cambridge Education et al., 2009).

Figure 7: Total ODA disbursements to education and basic education®®
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Source: OECD (2009).

The share of basic education in total aid to education varies considerably by donor (GCE,
2008; Thiele et al., 2006). For example, over half of aid to education disbursed by Canada,
the Netherlands, the UK and the US is for basic education. In contrast, France, Germany and
Japan allocate a large share of their education budgets to secondary and higher education,®
as well as technical and vocational training. For some donors, the share of education aid to
basic education has changed in recent years; the proportion of IDA aid to basic education
decreased significantly in 2007,*" while the proportion of Spanish education aid to basic
education significantly increased. According to the 2009 EFA GMR, donors that give higher
priority to LICs tend also to prioritise basic education (UNESCO, 2008). Understanding the
reason for the diversity in donors’ funding portfolios is a key objective of this report.

13 Note that the 2009 EFA GMR (UNESCO, 2008) reports slightly lower values for 2006: $9 billion in
disbursements to education, $3.5 billion of which went to basic education.

14 With regard to commitments, UNESCO (2009) reports that total aid commitments to education amounted to
$12.1 billion in 2007. Although aid committed to basic education has generally followed the same trend as aid to
education, the share fell sharply in 2007 — from 45% in 2006 to 36% in 2007.

15 This includes bilateral aid from DAC donors plus aid from the EC, the International Development Association
(IDA), the UN Development Program (UNDP) and UNICEF. Figures are shown in constant 2007 dollars. Note that
when commitments are examined a slightly different story emerges: according to a draft report by Rawle (2009),
while aid commitments to both education and basic education increased significantly between 1999 and 2004,
levels dropped sharply in 2005 — even though overall aid commitments continued to grow — and are only now
returning to 2004 levels.

16 Note that a large share of France and Germany’s higher education financing goes to the imputed cost of
students from developing countries studying in their education institutions.

17 A possible explanation for this decrease is that that IDA is being ‘crowded out’ of the education sector by the
Catalytic Fund.
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Box 3: Largest DAC contributors

According to Cambridge Education et al. (2009), aid to basic education is dominated by six donors:
the EC, France, IDA, Netherlands, UK and US.'® Together, their commitments to basic education
accounted for more than 70% of the total in 2006. Of these, only the Netherlands was not one in the
top six in 1999." Other sectors are similarly dominated by a small group of donors. Health aid, for
example, is financed largely by the US, UK, the EC, Japan, France and Canada (OECD, 2008e). Note
that three of the leading donors for both basic education and health — the US, the UK and France —
are among the largest bilateral donors overall in terms of total volume. See previous box for details.

The EFA Fast Track Initiative (FTI) is one channel through which funding for basic education
is being raised. By the end of 2008, pledges to the FTI multi-donor trust funds exceeded $1.5
billion. However, concerns about the FTI’s ability to raise additional funds have been raised.
The Initiative’s Catalytic Fund currently faces a significant funding gap. See Section 3.3 for
details.

2.2 Allocation of aid by type of recipient

Increasing attention is being paid to how education aid is distributed among countries,
recognising that ‘need’ can be defined in different ways and that there is no ideal formula for
determining how funds should be allocated. This section focuses on two of the most common
methods: comparing allocations to recipient per capita gross national product (GNP) and the
number of out-of-school children.

2.2.1 Allocation of aid by recipient country income level and stability

The OECD (2009b) reports that in 2006 and 2007 DAC donors allocated approximately 22%
of their aid to least developed countries (LDCs) and an additional 19% to other LICs.”® See
Figure 8. According to Bourguignon et al. (2008), although the share of aid allocated to the
poorest countries increased in 2006, the share remains at par with proportions observed in
the late 1980s, as the share of aid to LICs declined sharply from the late 1980s to the early
2000s. In general, studies comparing donors’ aid allocations to recipient country ‘need’, as
proxied by income level, find that ‘most donors’ allocations are only weakly based on
recipient country needs’ (Anderson, 2007).%*

Figure 8: Gross bilateral ODA by region and income group, 2006-2007 average
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18 Despite the relative size of their commitment , according to GCE, only two of the bilaterals in this list — the
Netherlands and the UK — provides close to their ‘fairs share’. See box 4 for details.

19 According to Cambridge Education et al (2009) the Netherlands moved from being the 8th largest DAC
supporter of basic education to the 1st largest in just seven years - more than doubling the proportion of its aid
allocated to education and increasing the share of education aid to basic education by 10 percentage points.

20 The GMR defines LDCs as low-income countries that have human resource weaknesses (based on indicators
of nutrition, health, education and adult literacy) and are economically vulnerable.

21 According to Anderson (2007), methods used to assess the allocations of aid include: calculating the share of
total aid allocated to countries with per capita GNP below a certain level; calculating the correlation coefficient
between aid receipts and per capita GNP; calculating the ‘elasticity’ of aid receipts with respect to per capita GNP;
and constructing aid ‘concentration curves’.
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With regard to education, UNESCO (2008) reports that in 2006 57% of aid to education and
75% of aid to basic education went to LICs. Apart from in 2004, this represents a greater
share to LICs than in any other year following the 2000 meeting in Dakar. However, this
positive trend masks considerable variation among donors. Belgium, Denmark, Sweden and
the IDA all allocated at least 85% of their basic education commitments to LICs in 2006 and
2007. In contrast, a number of donors allocated less than 50% of their basic education
commitments to these countries (e.g. Austria and Italy).

While a large proportion of aid, including aid to education, is allocated to LICs, within this
group of countries fragile states receive a disproportionately low share. In particular, ODA
commitments to education for non-fragile LICs increased from $2 billion in 1999 to $3.8
billion in 2006 while commitments for fragile states increased from less than $500 million to
$900 million.?* This translates to fragile states receiving just $18 per child, compared with
$69 per child in other LICs (Turrent and Oketch, 2008).%* Advocates for the Global Fund for
Education (Sperling, 2008) have argued that there is a strong case for a new funding
mechanism to support education programmes in fragile states and conflict-affected countries
in order to address this significant under-funding in countries where the needs are greatest.

The share of aid to fragile states allocated for education and basic education is also lower.
Between 2004 and 2006 an average of only 5% of ODA committed to fragile states
supported education, compared with 13% in the case of other LICs (Dolan, 2008; Turrent
and Oketch, 2008). In addition, according to Turrent and Oketch, while 57% of education aid
for other LICs was allocated to basic education, 50% of education aid was allocated to basic
education in fragile states. Still, this is greater than the estimated 43% of education aid
allocated to basic education in developing countries as a whole.

There is some evidence to suggest that education financing is unique in its focus on non-
fragile states. In particular, research by Turrent and Oketch (2008) finds that, with regard to
the social infrastructure and services budget, the proportion of aid allocated for health, water
and population programmes to fragile states is similar to the proportions received by other
LICs. There is also some evidence to suggest that the education component of the UN
Development Assistance Framework (UNDAF) — the fragile states equivalent of Poverty
Reduction Strategy Papers (PRSPs) — is often under-funded.

22 Note that the analysis by Turrent and Oketch (2008) is based largely on a sample of 52 LICs, 28 of which are
fragile. In contrast, the EFA GMR, which is based on the OECD-DAC definition, includes 68 LICs, 50 of which are
considered LDCs.

23 These figures are calculated by taking the amount of basic education aid allocated to each group and dividing
it by the number of out-of-school children.
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Figure 9: Donor priority to LICs and basic education, 2006-2007 average®
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Source: UNESCO (2008).

2.2.2 Allocation of aid by number of out-of-school children

Comparing allocations of aid for basic education with the number of out-of-school children
similarly reveals no strong association between allocations and need. A recent report by
Save the Children shows that, despite being home to half of the world’s out-of-school
children, conflict-affected fragile states receive less than one-quarter of basic education aid
(Dolan, 2008). Similarly, analysis by UNESCO (2008) finds that — although there has been
some movement towards concentrating on countries with the highest number of out-of school
children since 2000 — on a country-by-country basis countries with fewer out-of-
schoolchildren often receive levels of aid to basic education in line with levels received by
countries with a higher number of out-of-school children. For example, the level of aid for
basic education in Bangladesh is similar to that in Tanzania, even though Bangladesh has
three times as many children out of school. Similarly, Nigeria receives about the same
amount of aid to education as Ethiopia, but has 25 times more out-of-school children. See
Figure 10. Donors could provide a substantial amount of additional finance for basic
education in LICs at no additional cost to their overall budgets by re-examining their
allocation systems in order to prioritise the poorest countries and, within those countries, give
priority to basic education.

24 Data in this figure are based on commitments and include only those donors with education aid above $100
million. The sizes of the bubbles reflect total aid for basic education to LICs. Note that the position of IDA on the
horizontal axis (share of LICs in total aid to education) can be explained by a few MICs that are receiving a blend
of IDA and IBRD (International Bank for Reconstruction and Development) funding (e.g. India). Otherwise, IDA is
targeted, by design, at LICs.
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Figure 10: Aid to education compared with out-of-school children of primary age®

Source: UNESCO (2008).

It is important to note that the weak correlation between aid allocation and ‘need’ is not
unique to education. Similar comparisons for water and sanitation show no obvious
association between aid allocations and service coverage (see Thiele et al.,, 2006; WHO,
2008).

2.3 The education financing gap

Various estimates have been made of the level of spending in LICs needed to meet the MDG
and EFA goals. These estimates identify the volume of aid that needs to be raised in the
international system, after taking account of likely available domestic resources. While these
estimates provide donors with a sense of the required scale-up, caution is needed in their
interpretation. First, estimates measure different things. While some focus on the broader
EFA goals, others focus on MDGs for education. And while some calculate the total external
funding needed, others calculate the additional funding needed (i.e. total external funding
needed minus current levels of aid). The number of years over which the calculation extends
also varies. Second, estimates are far from an exact science; a number of underlying
assumptions are made. There is a particular need for better estimates of the cost of reaching
the most disadvantaged children and implementing the policies needed to increase demand
for education (see Sperling, 2008; Glewwe et al., 2006; Cambridge Education et al., 2009 for
details). The cost of improving education in fragile states is also uncertain. This has major
implications for global estimates, since fragile and conflict-affected countries include those
with large populations, such as Sudan or the Democratic Republic of Congo (DRC), which
are home to large numbers of out-of-school children and will require substantial additional
financing to help them reconstruct their education systems. Given these challenges and
debates,?® there is a need for a rigorous and commonly agreed approach to estimates in
order to increase clarity and consistency to move the debate on financing for education
forward. At the same time, however, even with the numbers at hand it is clear that significant
additional resources are needed to achieve universal basic education. Therefore, donors
should seek ways to scale up their support in tandem with efforts to clarify the funding gap.

25 Data in this figure are in logarithmic scale. The sizes of the bubbles reflect total aid committed to basic
education.

26 Several experts argue that the funding gap should include the cost of expanding access to pre- and post-
primary education, 1) because UPE will result in greater demand for these services and 2) because, without
access to these services (particularly post-primary), many parents will not see the value in sending their children
to primary school. See Sperling (2008) and UNDP (2005) for details.
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2.3.1 Education

A thorough investigation of the global cost of providing quality universal primary education in
LICs was carried out shortly after the MDGs were agreed to by the international community
in 2000 (Bruns et al., 2003). The study looks at a series of education system ‘benchmarks’
considered necessary to meet primary education targets by 2015, including teacher salaries
(proposing a benchmark of 3.5 times per capita gross domestic product (GDP)), teacher-
pupil ratios (40:1) and levels of domestic spending on education (assumed to rise to an
average of 20% of government revenues). Allowance is included for subsidies and incentives
designed to overcome demand-side constraints, including provision of free primary
education. Using these benchmarks, detailed simulations were carried out for 47 of the
largest LICs — home to approximately 75% of the world’s out-of-school children. An
extrapolation of these results across all LICs yielded an external funding gap (i.e. the
additional aid needed to achieve the education MDGSs) of $3.7 billion per annum.

More recent estimates, given in the 2009 GMR, put the financing requirement for LICs to
achieve the Dakar Framework for Action to basic education (UPE, early childhood
development and literacy) at $11 billion per annum (UNESCO, 2008). Given that DAC
donors disbursed $4.1 billion to basic education in 2007, there is an implied external funding
gap of approximately $7 billion per annum.

Differences between recent and earlier estimates owe to:

X Inclusion of an additional $1 billion for each of the literacy and early childhood goals,
which were not accounted for in the earlier estimates;

X A slower, and arguably more realistic, rate of growth of domestic financing for
education than assumed by Bruns et al. (2003);

X Stronger demand-side measures to encourage necessary enrolments among girls
and harder-to-reach children from poorer households;

x Extra expenditure needed to cope with the impact on education systems of HIV/AIDS;
and

X Additional needs of rehabilitation in conflict-affected and fragile states.

The more recent estimate also takes account of the relatively slow growth in aid
commitments for basic education since 2003 and the resulting need for some degree of
catch-up.

The GMR figure falls within the range of competing estimates which, according to Glewwe et
al. (2006), range from $6.5 billion to $35 billion per year (the large spread owes to
differences in methodologies and objectives). Most of the figures commonly cited are in the
range of an additional $5-10 billion a year. See Table 5 for details.

Box 4: Fair share contributions

The funding gap can be filled in a number of ways. One option is for each donor to contribute its ‘fair
share’, calculated based on each donor's GNI. Using this measurement, the GCE (2008) finds that
only five OECD bilateral donors gave 90% or more of their fair share needed to meet the $11 billion
financing to basic education requirement in 2006. These donors are: the Netherlands, Norway,
Sweden, the UK and Luxembourg.

Estimates of the additional financing required in specific countries have also been calculated
(e.g. during the FTI application process). Such estimates vary considerably, depending for
example on whether they calculate the additional financing needed to implement an
education sector strategy or the additional financing needed to achieve UPE.
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Table 5: Select estimates of the external funding needed?’

Annual external | What is being measured Reference

financing

$9.1 billion in Additional cost of achieving EFA in developing Delamonica et al.

1998 $ countries (2001)

$10-15 billion Additional foreign aid needed to reach the Devarajan et al.
education MDGs (2006)

$3.7 billion Incremental external financing needed to achieve | Bruns et al. (2003)
the education MDG in LICs

$7-10 billion Additional financing need by 2010 to achieve the DFID and HM
education MDGs Treasury (2006)

At least $10 External financing gap of providing eight years of | Sperling (2008)

billion quality basic education, including to
disadvantaged and vulnerable children

$8.3 billion Total external financing needed to achieve the MDG Africa
education MDGs and EFA goals in Africa Steering Group

(2008)

$11 billion Total external financing needed to achieve three UNESCO (2007)
of the targets set in the Dakar Framework for
Action (UPE, early childhood programmes and
literacy) in LICs

$16 billion Total external financing needed to achieve the GCE (2008)
broader EFA goals

2.3.2 Comparison with funding gaps in other sectors

The following paragraphs provide a brief overview of funding gap estimates to other key
sectors. Note that the objective of this section is to place the education funding gap in
context, not to make direct comparisons or judgements about the relative priority to be given
each sector — all of which lack sufficient resources needed to meet the MDGs. Furthermore,
like the education estimates, funding gap calculations for these sectors and services are
subject to a number of assumptions and shortcomings. For example, because they are
global estimates, they do not take account of local context (including widely divergent local
costs such as salaries and construction costs) or the limitations of human resource capacity
to scale up. Finally, gap estimates typically do not take account of the potential effects of
progress in filling funding gaps in other sectors. For example, increased investment in the
economic sector, social development and infrastructure programmes are likely to have a
positive impact on education outcomes and help to close the financing gap.

Box 5: A comparison of spending benchmarks

As part of a research project for internal use by the Department for International Development (DFID),

the Overseas Development Institute (ODI) collated a series of spending benchmarks endorsed by

governments and international agencies. Such benchmarks include suggestions to:

x Allocate 10% of government expenditure to basic education, 15% to health and 10% to
agriculture;

x Spend $58 per capita on water and sanitation; and

x  Spend 11.5% of GDP on infrastructure and 4.4% on social protection.

By comparing these benchmarks side-by-side, the following becomes clear: First, different sectors use
very different methods for calculating the finance gap. In particular, infrastructure and social protection
use share of GDP, whereas health and education use share of government expenditure. This may
have implications for the size of the funding gaps derived from these benchmarks. Second, spending
benchmarks taken in combination may not be attainable in the absence of a marked increase in
government expenditure and/or overall aid commitments, suggesting the need for further effort aimed
at a systematic prioritisation of donor and public funds.

27 Note that the first five refer to financing gaps while the latter three refer to total financing needs (not taking into
account current disbursements).
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According to the UN Millennium Project (Birsdall et al., 2005), in order for all countries to
meet the MDGs, ODA for MDG-related investments needed to increase by $73 billion in
2006, rising to $89 billion more a year by 2010 and $135 billion more a year by 2015.
Similarly, the MDG Africa Steering Group (2008) projects that an estimated $72 billion per
year in additional ODA is needed to support the achievement of the MDGs in Africa.

Funding requirements have also been projected for specific sectors. In particular:

X For health: The World Health Organization (WHO) Commission on Macroeconomics
and Health estimated that there is a global financial gap of $28 billion per annum. The
main costs arise from HIV/AIDS care, prevention and treatment, childhood and
maternity-related illnesses and the cost of scaling up and strengthening health
systems. Other studies derive estimates in the range $20-75 billion per annum
(Devarajan et al.,, 2006; Preker et al., 2003). Adjusting the WHO estimate for
domestic contributions implies an external funding gap of €13.4 billion by 2010
(Council of the European Union, 2008). The Partnership for Maternal, Newborn and
Child Health (2008) estimates the need for an additional $10.2 billion a year to
achieve MDGs 4 and 5.

X For water and sanitation: Although there has been great difficulty in estimating the
funding gap for water and sanitation (owing in part to a lack of data), the 2008 Global
Annual Assessment of Sanitation and Drinking Water estimates a global funding gap
in the range of $40-100 billion per annum (note that this upper-bound estimate is
nearly equivalent to total ODA). To specifically achieve the water supply and
sanitation MDG targets, the MDG Africa Steering Group (2008) estimates that $5.8
billion per year in external financing is needed.

X Gender equality: Grown et al. (2006) estimate that, assuming governments provide
a significant share of their resources to gender-related issues, there remains an
external financing gap of $8.6 billion in 20086, rising to $23.8 billion in 2015.

X Infrastructure: World Bank research suggests that sub-Saharan Africa needs to
spend around 5% of its GDP between 2005 and 2015 on infrastructure investment
and a further 4% on operations and maintenance in order to meet the MDGs. This
implies the need for additional aid expenditures of approximately $20 billion per
annum in sub-Saharan Africa alone. According to the MDG Africa Steering Group
(2008), by 2010 an additional $23.7 billion per annum from external sources is
needed for infrastructure and trade facilitation. This includes the $5.8 billion for water
and sanitation mentioned above.

Filling all of these gaps would require a significantly larger scale-up of foreign aid than the
current commitment by donors to reach $130 billion by 2010. This suggests that, in addition
to increasing foreign assistance and maximising the effectiveness of aid, there is a need to
prioritise spending to key sectors. Increasing the rigour and consistency of current gap
estimates may help in making these difficult decisions.?®

28 For health, the WHO Commission on Macroeconomics and Health has produced a number of important pieces
of research; other sectors — including education — can benefit from similar approaches.
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3. The global story: Agreements and politics

Key findings:

X Much progress has been achieved in generating momentum and political will around
children’s rights to good quality basic education. Milestone events include: the
Jomtien-Dakar conferences, EFA and MDG targets and the establishment of FTI.

X ... but the education sector has not been able to capture the attention of ‘high-level
political and other public figures on the global stage. The High-level Group meetings
have been unsuccessful at setting a progressive agenda and securing support at the
highest levels.

X Exceptional engagement by some political figures (e.g. Gordon Brown, James
Wolfensohn and Hillary Clinton) has not generated much-needed knock-on effects.
New donors provide opportunities for additional finance.

X The effect of the crisis is uncertain but likely to be negative, affecting existing
commitments as well as future campaigns to mobilise additional resources (e.g. FTI).

This section of the report looks at the global policy debate over the past three decades and
compares the profile of education with that of other sectors, such as health and climate
change, which seem to have been more successful in securing political ‘air time’ and finance.
The potential reasons for these differences are explored in more detail in Sections 4-9 of the
report.

3.1 Global education policy: From the UN Declaration to Dakar

The global commitment to ensure that every child receives a good quality basic education
was first enshrined in the 1948 Universal Declaration of Human Rights (UN 1948). In the first
few years after World War Il, many newly independent countries in Africa and South and
East Asia made substantial investments in education as a central part of their nation-building
efforts (Benavot et al., 2006). The 1950s and 1960s saw a rapid expansion of education
systems in many developing countries, combined with a policy shift away from the colonial
elitist education system towards a more egalitarian policy of ‘education for all’. Many of the
LDCs made remarkable progress in the first two decades after independence but then fell
back in the wake of the economic and oil crises of the 1970s (Clemens, 2004) and the
structural adjustment programmes in the 1980s. Many countries were forced to cut public
expenditure on social sectors (including education) as part of the conditionalities in
programmes imposed by the World Bank and the International Monetary Fund (IMF). By the
end of that decade, it was clear that universal education was still a long way off for many of
the world’s poorest countries.

A series of global conferences starting in Jomtien in Thailand in 1990 attempted to provide
renewed momentum to the political will to increase access to basic education for all children.
Over 100 nations signed the Jomtien Declaration and made a commitment to play their part
in helping to achieve this goal. These commitments were restated 10 years later in Dakar
and were expanded to include the six EFA goals.” The Dakar Framework for Action records
specific actions that developing countries, donors and each multilateral agency working in
the education sector have committed to undertaking (UNESCO, 2000).

29 As well as improving and expanding basic education, the EFA goals included increasing access to early
childhood education; reducing adult illiteracy; removing gender disparities at all levels; and promoting lifelong
learning (UNESCO, 2000)
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The education movement was also given an important boost by the inclusion of the goal of
UPE in the MDG Declaration of May 2000. The gender goal (MDG 3) also included
completion of primary education ‘for girls and boys alike’ as a target. There were, however,
important differences between the EFA goals agreed at the Dakar conference and the MDG
education targets. These differences proved to be a source of significant tension within the
international education community for several years. The resulting lack of clarity on goals
and objectives in education may be a factor in the failure to secure the hoped-for increases in
finances for the sector. Some respondents in the survey questioned the success of the High-
level Forum. Lack of resources for management and early judgements about the scope and
agenda of the event seem to have hampered the forum’s success.

3.2 The X factor: The missing political will for education

One striking difference between the global education meetings and their equivalents in other
sectors over the past decade has been the absence of high-level political and other public
figures from the education meetings. The Dakar Framework for Action established a ‘high-
level group’ that would monitor progress towards the EFA goals and was supposed to take
actions to maintain political attention on global education. However, despite the best efforts
of UNESCO and other members of the EFA movement, the High-level Group meetings have
not managed to attract senior political representatives from donor countries. Media coverage
of the meetings has been limited and global impact insubstantial. The meetings have
restated in general terms old commitments to the EFA goals, but have failed to attract
significant attention and have largely failed to attract significant new financing to the sector.

The exception has been that, when education has secured the support of top leaders, this
has resulted in a significant increase in attention (and usually finance) for the sector. Gordon
Brown’s leadership on global education from 2002 led eventually to the UK announcement of
a commitment to provide £8.5 billion over 10 years to education. James Wolfensohn’s
leadership of the World Bank led to a significant increase in World Bank investment in
education and its support for the launch of the FTI in 2002. And, most recently, the
leadership of Secretary Clinton and Congresswoman Lowey has resulted in an increase in
US Agency for International Development (USAID) investment in basic education to over
$900 million and a commitment to provide up to $2 billion in the future. However, in most
cases this leadership has been sporadic and has not resulted in sustained attention and a
broad increase in support across the sector. It has also not resulted in the creation of new
institutions or substantial changes to the international aid architecture, as has happened in
the health sector with the establishment of the Global Fund to Fight Aids, Tuberculosis and
Malaria (GFATM) and the Global Alliance for Vaccines and Immunization (GAVI). The EFA
FTI was an attempt to bring about this change but has had somewhat limited success so far.
This makes the commitment to education fragile and subject to political change.

Despite the leadership of political ‘heavyweights’ such as Gordon Brown and extensive
advocacy by NGO coalition groups led by the Global Campaign for Education (GCE),
education has not been able to capture the global stage in the same way as these highly
visible ‘crisis’ issues have done. The G8 countries have made numerous statements of
commitment to supporting basic education but these have not been matched by substantial
increases in finance. The 2009 G8 Communique once again pledged support to education
and the FTI in particular but it included no new commitments of finance. In fact, the only
substantial new commitments to education from major donors since Dakar have come from
the UK, which promised in 2006 to increase its investment to £8.5 billion over 10 years, and
the Netherlands, whose Parliament has committed to allocating at least 15% of total bilateral
aid to basic education. Other donor countries, such as the US and Spain, have increased
their support for basic education incrementally over the past few years — with the Spanish
Parliament committing 8% of bilateral aid to basic education — but beyond that few large
donors have joined the UK and Netherlands lead and the financing gap for education
remains substantial. The recent statements by the new US administration offer probably the
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best hope for large-scale increases in aid for education, although the details of this proposal
remain unclear.

3.3 The EFA Fast Track Initiative (FTI)

One of the most important developments in the education sector of the past decade has
been the launch of a new global initiative — the FTI — to help developing countries accelerate
progress towards the UPE goal. The FTI encourages donors to increase their investment in
education and to deliver it more effectively by harmonising and aligning their support behind
a single national education sector plan (FTI, 2004). The FTI seeks to mobilise additional
finances for education through domestic budgets as well as external aid and to increase the
impact of all finance by strongly promoting the principles of aid effectiveness as set out in the
Paris Declaration.

Some FTI donors also sought to deliver additional finances for countries that had insufficient
support at the country level through a global pooled fund which was designed to ‘crowd in’
additional funds for the education sector. The Catalytic Fund was originally intended to
support only ‘donor orphan’ countries® but was later expanded to cover all countries which
had an endorsed education sector plan. The CF was complemented by a second smaller
multi-donor trust fund which was designed to provide support for technical assistance and
capacity development for those countries which did not have an education sector plan in
place. The Education Progamme Development Fund (EPDF) was used in most of the FTI
endorsed countries to fund World Bank technical support to collect data and prepare
analyses to inform the strategic planning process.

After a slow start, the FTI expanded rapidly from 2006-2008 to cover more than 35
developing countries, with pledges to the FTI multi-donor trust funds exceeding $1.5 billion at
the end of 2008. The FTI has been successful in promoting the principles of aid effectiveness
in the education sector and encouraging donors to work more effectively together in support
of a single education sector plan. However, it does not appear to date to have been
successful in mobilising substantial additional financing for basic education. An analysis of
aid trends in FTl-endorsed countries shows that there no consistent (positive) trend in aid
flows in years following endorsement (Rawle, 2009). The FTI has not been able to provide
support to most of the large population LICs. It has also remained heavily dependent on a
small number of donors® and has so far failed to secure substantial long-term commitments
from the major donors. The Catalytic Fund has suffered from delays owing to a requirement
to follow standard World Bank project procedures and safeguards. These delays led one
donor to re-programme approximately $135 million in 2008 because of the high level of
undisbursed finances (Bermingham, 2009).

The FTI launched a replenishment campaign in December 2009 to fill the estimated financing
gap of $1.2 billion for the FTI trust funds for 2009 and 2010 (FTI, 2008a). This is an
ambitious target, particularly in the current financial climate and in light of continuing
concerns about the existing Catalytic Fund programmes. Nevertheless, many donors
continue to believe that the FTI still has the potential to mobilise significant new resources as
well as further improve coordination between donors, particularly if it can overcome the
outstanding implementation issues and maximise the potential for innovation.

Another potentially significant development that may help to mobilise significant new
resources for the education sector is the idea promoted by the new US administration for a

% The definition of ‘donor orphan’ was countries which had five or fewer donors providing 1 million dollars or more
to the education sector.

31 The Netherlands, UK, Spain and the EC provide more than 60% of the funds committed to the Catalytic Fund.
No other G8 country has made a substantial long-term commitment.
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new global education fund (see Sperling, 2008).>> Both President Obama and Secretary of
State Clinton have made public statements in support of a $2 billion dollar US commitment to
education to establish a global fund for education, but its form is currently unclear. In a
speech to the US Basic Education Coalition, Senator Nita Lowey restated the
administration’s commitment to basic education and asked for the help of key stakeholders in
fleshing out the policy and strategy for the global education initiative. Given the current
pressures on government expenditure in the US, it seems unlikely that any significant new
finances will be made available this year or next. The GCE and other NGO advocacy groups
in the US are calling on the G8 to establish a working group to develop a proposal for a new
global initiative for education. It remains to be seen whether this will provide the level of
global political leadership that has been lacking in the education sector.

3.4 The impact of the financial crisis

Discussions on aid futures are dominated by the potential negative impact of the financial
crisis and the deterioration of the fiscal situation in most donor countries. The World Bank
(2009) has recently predicted a worse than expected slowdown in economic growth in
developing countries, possibly turning negative in sub-Saharan Africa. In the Bank’s view,
this is likely to lead to substantial increases in poverty levels and decreases in social sector
spending.

The OECD-DAC highlighted the risk of a downturn in ODA as a result of the financial crisis in
its report to the Doha Conference on Financing for Development (OECD, 2008). To date,
there does not appear to be any sign of falling commitment from donors. Preliminary
estimates suggest that net ODA from DAC members for 2008 rose by 10.2% from the
previous year to a record level of $119.8 billion, of which $26 billion was allocated to
programmes in Africa (OECD, 2009d). In addition, donors recently (OECD, 2009c) reaffirmed
their 2005 commitments to increase aid by $50 billion by 2010 and to double aid to Africa.
Most donor representatives (with the notable exception of Ireland) interviewed for this report
said that they had seen no signs of a decline in ODA so far, but several indicated that they
feared that allocations would, at best, level off in 2009/10 as their governments responded to
the tighter domestic fiscal situation. The shrinkage in the size of European Union (EU)
member state economies could result in a decline in net ODA in dollar terms, even if
countries meet their commitments to increase aid to 0.5% of GDP by 2012. Other donors
may choose to ‘backload’ their aid commitments to 2012 in the hope that domestic economic
growth will have been restored by then (as already indicated by Spain). A recent analysis by
the Center for Global Development (CGD) indicates that historical data show that previous
financial crises in donor countries have led to a decline in aid and that the education sector
has suffered more than other sectors from the cutbacks (Roodman, 2009).

At the recipient country level, the IMF and other multilateral agencies have committed to
using the additional resources granted to them by the G20 to help poor countries to protect
social spending and to invest counter-cyclically in areas that will help them to benefit from the
upturn when it comes (Burke, 2009).

Overall, it seems likely that the financial crisis will have a negative impact on financing for
basic education in the short term and that there may be a decline in aid for education in the
medium term if donor countries are forced to cut back on their aid budgets in order to restore
domestic fiscal balance. The financial crisis will also make large-scale campaigns to mobilise
additional financing for the FTI and other global programmes even more challenging, and
donors may want to consider the potential negative impact of failed replenishment.*® The

32 Some argues such a fund could be established as an extension, improvement to the FTI, while others are
calling for a ‘new’ global fund.

33 This will be a particular risk in 2010 when the FTI replenishment will have to compete for funds with other
substantial resource mobilisation efforts for climate change, health and for IDA itself.
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crisis will also increase pressure on donors to demonstrate results and improve aid
effectiveness.

Against the backdrop of the global, political movements and events, the report now turns to
the discussion of the six factors found to influence basic education financing. The next
section discusses the first factor: prioritisation and leadership.
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4. Donor prioritisation and leadership

Key findings:

X Strong prioritisation or support from top leadership can have a powerful effect on aid
allocations.

X Prioritisation of basic education can be influenced by a number of factors:

- Support from political and/or organisational leaders (however, these initiatives have
tended to be isolated and have failed to affect broader support);

- International agreements such EFA and MDGs (however, the resulting increased
awareness is by ho means secure as competing goals and targets are emerging);

- A visionary paper providing strong evidence and motivation, in addition to pressure
from advocacy groups within and outside donor organisations;

- The degree to which organisations feel they have a comparative advantage and ability
to fill gaps (identifying these gaps with good data is important);

- The role of education in countries’ own development path. Non-DAC donors, such as
South Korea and Saudi Arabia, show a strong inherent interest in education.

x Organisations find it increasingly challenging to implement central priorities, owing to
disaggregated organisational structures, increasing decentralisation of donor agencies
and emphasis on country ownership. More thinking is needed on how donors can
resolve tensions between central priorities and country-level agendas.

The decision to allocate resources to basic education is first and foremost determined by
funders’ prioritisation of the sector and the commitment of its leadership. The extent to which
sectoral priorities are set out and communicated from the top level of an organisation differs
markedly across aid agencies. With the move towards decentralisation of decision making
and ownership at country level, some agencies are reluctant to explicitly set out
organisational focus areas. Others, while recognising local ownership, do have explicit focus
areas as well as sectoral strategies and targets. Annex 1 summarises how basic education
features in organisational strategies and guidelines in a number of donor agencies. Most
agencies would acknowledge that there is an ongoing tension between priorities set from the
top of the organisation or by political bodies in donor countries on the one hand, and the
desire to be flexible and respond to the specific needs and demands of recipient
governments on the other.

It is clear, however, that strong prioritisation or support from top leadership for a certain
sector can have powerful effects on allocations of funding. Even in the most decentralised
organisations, interviewees recognised that they ‘knew what their political masters wanted™**
and that managers would respond to interests and priorities set out at the top and promoted
by the leadership. Moreover, country case studies also revealed that partner governments
respond to perceived donor priorities. Requests for support for basic education are
addressed to those agencies that are perceived to prioritise the sector in their assistance.

4.1 Why is basic education prioritised?

Interviews highlighted a number of reasons why basic education is or is not prioritised in
donor organisations. Some of these factors will also be discussed in subsequent sections.

34 It should be noted, however, that views on this differed somewhat depending on the position of the
interviewee.
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Leadership. There is relatively little analysis of the role of the leadership of donor agencies
in the allocation of aid to particular sectors. However, some studies have pointed at the
importance of political leadership in increasing aid in general, and for education in particular.
Progress towards UPE since the 2000 Dakar Forum is in part explained by stronger political
will in favour of education (Fredriksen, 2008). The lack of political resolve and leadership is
also put forward as one of the reasons why donors have failed to fulfil international
commitments and agreements (Kent, 2007).

The central role of top leadership in determining organisational priorities (including basic
education) was recognised in a number of interviews. If there is high-level support for
education — even in the most decentralised agencies — it has strong effects on the allocation
of funding. For example, basic education was firmly promoted by James Wolfensohn during
his presidency of the World Bank, which enhanced the Bank’s engagement in education,
both at the global (through EFA and FTI) and country level. The role of Gordon Brown, the
British Prime Minister, on the UK’s development agenda and on the UK spending target for
education was also emphasised (see Box 4.1). In the Netherlands, government leadership to
allocate 15% of aid to basic education was also strengthened by parliamentary approval.®®
Secretary of State Hillary Clinton and Senator Nita Lowey, the US Foreign Assistance
Appropriator, played a key role in moving basic education onto the agenda in the US.*
Equally, the strong personal interest in education of the founders of some of the
Foundations, such as Sheikh Mohammed Bin Rashid Al Maktoum (Dubai Cares) and His
Highness the Aga Khan (AKF) were also mentioned as key factors in making basic education
a priority in those agencies.

It should also be noted that interests of global leaders not only affect their own organisations
but also can have knock-on effects on other leaders. For example, following a request from
the British Prime Minister to the Saudi King, the Saudi government signed up to the EFA
Class 2015 Communiqué and pledged $500 million in support of basic education.”

What is noticeable is that these leaders have been operating largely independently of each
other and that they have therefore lost the opportunity to create a body of global leaders who
could drive through change in the education sector. The EFA High-level Group was intended
to perform this function but has largely failed to do so. There may be some merit in
considering the establishment of an intergovernmental high-level commission to provide
additional impetus to the effort to raise finance in the sector.

35 This led a significant increase in Dutch funding for education and was, according to one observer, a major
factor in its decision to support the FTI.

36 Senator Clinton sponsored the bipartisan EFA bill which proposed that the US should increase its support for
basic education to $3 billion. Nita Lowey used her role as Chair of the Foreign Appropriations Committee to
increase the US investment in basic education to $900 million this year.

37 Although, according to GCE, this money has not yet materialised and the downturn in the oil prices may have
had a negative impact on aid from Arab organisations across the board.
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Box6 pM)URP FRPPLWPHQWY WR DFWLRQY 7KH VWRU\ RI WKH 8.
education

In 2005, shortly after the G8 Summit in Gleneagles, a meeting was held between the UK'’s
Undersecretary for the Treasury (Nick Stern), the World Bank Director of Education (Ruth Kagia) and
the DFID education team (including Hans Martin Boehmer and Desmond Bermingham). Stern had
been a key actor in the development of the commitments at the G8 Gleneagles meeting to increase
ODA by $50 billion by 2010 and to double aid to Africa. The Treasury was looking for ways to lock in
the Gleneagles pledges through concrete commitments to key sectors in a way that would be
accessible to the general public.

Education was chosen in part because of its positive impact on long-term economic growth and in part
because of the strong commitment of the UK Prime Minister and the Chancellor to education at home.
The sector was also strongly supported by advocacy groups such as the GCE (driven by key NGOs
such as Oxfam and ActionAid). This gave the government further confidence that education would be
a ‘political easy winner’ and could help to build momentum behind the overall campaign to increase
aid.

The question was: Assuming that aid increases by $50 billion by 2010 +and assuming that 20% of
that goes to education +and assuming that the UK roughly maintains its share of global aid at 15% +
what could $15 billion (£8.5 billion) over 10 years achieve in the education sector? In response to this
challenge, the DFID policy team worked intensively over the summer of 2005. Professor Chris
Colclough of Cambridge University was asked to carry out a detailed analysis of the financing needs
for primary education. Colclough was also asked to provide a credible estimate of the financing need
for the other EFA goals, including lower secondary, literacy and some estimate of a viable contribution
to begin to rebuild the depleted higher education sector in Africa. Two leading World Bank experts and
a leading member of the US education advocacy community also provided substantial input (off the
record).

The result was a joint DFID Treasury document From Commitments to Actions in Education (2005)
which provided the evidence base for a substantial increase in UK aid for education. This increase
was announced by Gordon Brown and Hilary Benn in Moputo in the spring of 2006 in the form of a 10-
year pledge to provide £8.5 billion to support education. The internal discussions within DFID and the
Treasury provide important insights into the micro politics of resource mobilisation and may help in
understanding why — with the exception of this announcement — the education sector has been
relatively unsuccessful in raising substantial additional finance when compared with health or other
similar sectors.

The high-level political drive for a commitment to one sector was initially resisted by DFID senior
management, who wanted to protect the principle of flexible funding to respond to country demand.
However, Suma Chakrabarti — DFID’s Permanent Secretary at the time — saw that there was an
opportunity for DFID to lock in overall increases in the department budget by tying them to the
education commitment. DFID secured from the Treasury an exceptional commitment to budget
increases which went beyond the normal three-year spending review.

The announcement of DFID’s education commitment was a direct result of this confluence of interests.
High level political will came together with pragmatic organisational and managerial interests and was
supported by substantive technical analysis and evidence. The lack of any one of these factors would
have meant that the announcement — described by Hilary Benn as ‘DFID at its best’ — might never
have happened.

International agreements. International agreements seem to have had a significant effect
on organisations’ prioritisation, as many interviewees referred explicitly to the MDGs and the
EFA agreements as a basis for their commitment to basic education. The EFA and MDG
education goals are universally accepted as an important part of the development agenda.
There is little or no evaluation of the impact or effectiveness of the EFA mechanisms on
donor country commitment or aid to basic education (Packer, 2007). But the MDG framework
(and its OECD-DAC predecessor) has been linked to a shift in aid from the productive
sectors and infrastructure in favour of the social sectors since 1990.

However, as noted earlier, differences in goals have affected the clarity of the message and
basic education’s position in the international arena is by no means secure. Arab Fund for
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Development staff indicated that there is a shift of attention from the MDG approach to
development towards a global public goods approach to development. Sectors like climate
change, food security and water shortages are gaining in importance and competing with
education over scarce resources. In addition, debates around the future of the MDGs favour
an expansion of education support to post-primary. It is possible that these global trends will
affect prioritisation of basic education in aid agencies. Finally, the Uganda case study also
revealed that the government feels donors are too focused on the MDGs and would like them
to consider a more balanced portfolio of support, including post-primary.

Interestingly, few interviewees made reference to the Universal Declaration of Human Rights,
where universal access to basic education was first enshrined. And some interviewees went
as far to say that the human rights approach had no traction in their organisation. This finding
stands in stark contrast with the increasing emphasis placed in recent years on rights-based
approaches to development, which has been heavily promoted by the UN (UNICEF, 2007). It
raises a question as to whether the human rights approach, while certainly valuable for its
principles, has been able to influence donor discourse around sectoral priorities. It should be
noted, however, that more recently key experts have emphasised the link between education
and peace and security, which may have greater traction in certain donor agencies, such as
the US (Sperling, 2008).

Pressure from advocacy elements within and outside donor organisations influences
the prioritisation of donor organisations. The effectiveness of these efforts in the education
sector is somewhat unclear, however. While most interviewees recognised the important role
of the GCE and other advocacy groups in putting basic education on the global agenda,
some questioned its true impact on donors’ prioritisation of basic education. An early study of
the GCE by Mundy and Murphy (2001) showed that its activities somewhat influenced the
outcome document of the Dakar meeting but failed to achieve clear commitment of
resources. An exception to this is the UK, where GCE activities combined with the broader
‘Make Poverty History Campaign’ are thought to have influenced the UK government’s
agenda to prioritise basic education (see Box 6). Advocacy efforts in other sectors were
perceived to be more effective. Groups advocating greater support for health and post-
primary education, for example, were mentioned most frequently. The lobbying effort of
universities (and ministries of education) to maintain support for post-primary education was
mentioned for example by Japanese and Spanish aid agencies. And the central role of a
strong ‘domestic constituency’ was emphasised in the US. Some noted the influence of the
pharmaceutical industry in this context. Interviewees felt that education had not been able to
develop the same US constituency as health, which in part explained the relative success of
the sector in generating funding and support within the (Bush) administration. Lobby efforts
were also observed within aid agencies. For example, a staff member of a key multilateral
agency felt there were much stronger pressures on boards to maintain the status quo or
possibly increase funding for health rather than education. A number of interviews also noted
the influence of parliaments on aid allocations. For example, the importance given by the
European Parliament to the education sector could potentially contribute to increasing fund
allocations to the education sector, the EC being accountable to the EP for its actions.
Spanish and Dutch parliaments play equally important roles. For further details see Section
7.

Organisational mandate or focus. In some organisations, prioritisation is heavily influenced
by the organisation’s mandate. This is particularly important in foundations and NGOs, where
the scope to focus on a variety of sectors will tend to be more limited. For example, Save the
Children, the Children’s Investment Fund and Plan International have clear mandates related
to children, which provide a strong basis for their focus on basic education. In contrast, the
Soros Foundation’s mandate is to build an ‘open society’ and the Education Support
Programme has needed to spend a lot of energy demonstrating basic education’s relevance
to this mandate. The mandate of an organisation is often determined by an organisation’s
historical engagement and will influence whether it feels it has a comparative advantage to
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support basic education. The ability to link education to a particular organisation’s mandate
can be an important determinant for an organisation to engage.

Comparative advantage. In part because of their smaller size, but also because of their
mandate and flexibility, a number of foundations and NGOs stressed that their decision on
whether to support basic education — and the specific areas that they focus on within the
education sector — is influenced largely by a desire to ‘fill the gaps’ by working on issues and
in areas where others are not involved. One organisation, for example, chose to focus on
basic education to marginalised groups, as it felt this to be a relatively neglected area.
Another chose to focus on providing an accelerated learning programme to youths. Related
to this, a number of foundations and NGOs expressed a desire to ‘leverage’ their limited
resources by funding innovative approaches, pilot programmes and/or research that can be
used to influence the funding decisions of larger donors. This raises a question as to whether
the relative lack of engagement of foundations and NGOs in basic education could be
explained by a lack of real opportunities to fill gaps’. One interviewee noted that the
education sector, unlike the health sector, is much less open to ‘commoditisation’ and it may
be more difficult for foundations to find a niche to work in. Some foundations also mentioned
the fact that basic education is the responsibility of the government, using this as a reason
not to get involved. A number of respondents in the NGO sector noted that they were shifting
their engagement in the sector from direct programming and funding towards advocacy, as
they felt they would have a greater impact on the broader agenda in this way. Identifying
niches or gaps in basic education support (e.g. through better data collection) could be an
element in motivating for donors to engage.

Another factor found to influence the prioritisation of basic education within
RUJDQLVDWLRQV LV WKH H[LVWH Q préliding ®stpomd-daseR@ BupporE DS HU
for education. One interviewee referred to the importance of Jacques Delors’ report
‘Learning. The Treasure Within’ in putting basic education on the agenda within the UN.
Similarly, an internal paper demonstrating the link between education and the creation of an
open society was a key element in the decision of the Soros Foundation to engage with basic
education. Interviews with World Bank staff pointed at the importance of the Independent
Evaluation Group (IEG) report on agriculture in refocusing the Bank’s portfolio in favour of
agriculture. Some interviewees felt that this kind of seminal paper no longer exists in
education. Most agree that papers by Psacharopoulos and others were important in the
World Bank’s drive to promote basic education in the 1990s. The role and use of evidence is
discussed in greater detail in Section 7 of this report.

Political party and foreign policy interests. Several interviewees in bilateral agencies
pointed at the importance of the political context for the prioritisation of basic education. The
victory of the New Labour government in the UK and the Socialist Workers’ Party in Spain
led to increased overall development spending as well as an increased focus on poverty
reduction, in particular through investment in the social sectors. Questions were raised as to
whether these priorities would continue in the UK if a conservative government were to take
power. In the US, it was noted that the 9/11 terrorist attacks and US foreign policy with
regard to the Muslim world had led to an increased attention to basic education. Saudi aid
allocations were also found to be influenced partly by concerns about regional failed states
(e.g. Yemen, Lebanon) and the risks they pose to regional stability. Non-DAC donors (e.g.
South Korea, Saudi Arabia) also mentioned economic foreign policy interests as a
justification for their focus on post-primary and in particular vocational training rather than
basic education. Development programmes were seen as instruments to help build a labour
market.

&ERXQWULHVY RZQ GHYHORGRHDWtheiXFuRttaAeligious background
also seem to play a role. Newly emerging donors, such as South Korea, are interested in
supporting basic education based on a strong belief that their own development success
owed to a large extent to heavy investment in education. Similarly, aid allocations in Saudi
Arabia and the IDB seem to be driven by strong philosophical and religious foundations.
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Saudi Arabia’s commitment to international development, especially in education, is based in
part on its own development. It has progressed from 75% illiteracy in the 1970s to a current
level of 78% literacy. Most decision makers recall the period of Saudi development and have
empathy for development needs in other countries. An important related factor is the
obligation and instinct for charity informed by an Islamic view of giving. Learning
(enlightenment) is a core aspect of Islam. Many of the prophets’ sayings are focused on
learning and interviewees noted that the first verse in the Koran deals with ordering the
prophet to read.® This indicates that there is a strong inherent motivation to support and
prioritise education in development portfolios for a number of new and non-DAC donors.

7KH FKRLFH RI DQ RUJDQLVDWLRQYV VHFWRUDG@eabyEy
influenced by debates around aid effectiveness and division of labour. The division of
labour agenda is strongly promoted by the EC, which developed a Code of Conduct
encouraging member states to concentrate activities on two or three sectors. In line with this
recommendation, the Belgian government decided to focus its activities on two sectors in
Uganda in which it had considerable expertise recognised by partner countries and other
donors: decentralisation and rural development. Equally, countries are increasingly choosing
to focus efforts on fewer countries and particular regions. For example, the Spanish
government has chosen to maintain a strong focus on Latin America, where basic education
needs are much more limited. Other EU member states, such as the Scandinavian countries,
are expanding their practice of developing ‘silent partnerships’ in which they provide the
financing but leave the policy dialogue to other ‘like-minded’ donors. This is a promising
development, which offers the possibility of scaling up aid for education without increasing
transaction costs for donors or recipient countries. The broader effects of the international
architecture on organisations’ engagement with basic education are further discussed later.

4.2 Basic education a priority xbut have actions followed words?

As shown in Annex 1, many agencies have demonstrated clear interest in basic education
and have included the sector in their organisational strategies and political statements, but
aid disbursements have not always followed these lofty statements. Some stakeholders feel
it is all down to whether political leaders are genuine in their statements about prioritisation.
As noted in the context section, large chunks of sector-allocable aid are still devoted to other
sectors such as the ‘economic growth sector and ‘governance’. While this may be
appropriate in some cases, and stronger political will is certainly needed, it seems a number
of other factors also need to be taken into account. At least three factors seem to be playing
an important role.

Many donor organisations have become highly decentralised and have found it
challenging to develop and implement central priorities in this context. Interviews with
Bank staff, for example, revealed that the Board of the World Bank has expressed frustration
over its inability to significantly influence the allocation of spending. There is very little
reference made to the Bank’s strategic framework and its strategy department was closed
down. In order to meet its basic education spending target, the UK government developed a
corporate monitoring system to track spending. This led to significant internal tensions, as
country managers tried to retain a balanced programme and resist the pressure from sector
specialists to spend more in their area. Senior managers are also wary of sector spending
targets because of the risk that it might lead to advance earmarking of aid with consequent
reduced ability to respond to country demand. However, interviewees did indicate that the
UK’s target had significantly strengthened the ability of the centre to make demands at the
country level and limited use of spending targets may be a useful tool to ensure that political
statements are matched by financial decisions.

38 Another one is ‘seek knowledge even if it is in China’.
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It should be noted in this context that experience in the health and climate change sectors
suggests that the existence or creation of a global fund that is linked to a sector can help to
mobilise additional resources. These funds have in the past been strongly resisted by donors
and multilateral agencies (especially the World Bank), which have argued that such funds
undermine the local policy process and lead to fragmentation of aid. However, recent
discussions with the International Health Partnership (IHP+) are leading to a more
sophisticated view of ‘funds raised vertically, but delivered horizontally’. IHP + partners are
recognising the realities of the political economy of donor countries, where tax payers are
more likely to respond positively to proposals to fund health and education than to proposals
to provide general budget support (GBS). The challenge is to find a way to deliver that
financing at the country level that minimises the disruption to the local planning processes.
This will be an important discussion for the education sector, as the US-led proposal for a
new global fund for education gathers momentum.

Complex organisational structures have led to incoherence within aid agencies. The
degree to which organisational priorities are ultimately translated into allocations also
depends on the internal coherence within aid agencies. This issue will be further discussed in
Section 6. Japanese interviews revealed the complexity of the Japanese aid system and the
inconsistencies in the prioritisation of basic education between government agencies.
Prioritisation of basic education is found to be much stronger within the Japan International
Cooperation Agency (JICA) than in other parts of government involved in aid spending. One
Japanese official indicated that the ‘outside world and NGOs in particular do not differentiate
between the various aid components within the Japanese government’. In order to truly focus
on basic education, internal politics and power struggles will need to be addressed.

Country allocation formula do not account for sectoral prioritisation. The allocation of
funding for basic education is further affected by the way aid is allocated across countries.
These allocations do not necessarily favour countries with the highest basic education
needs.* For example, interviews in Spain indicated that, owing to its focus on Latin America,
where basic education needs are more limited than, for example, in Africa, it is more difficult
for Spain to prioritise basic education (as many Latin American countries are close to
achieving UPE). Another related issue is the trend within some bilateral agencies to channel
aid through multilateral agencies. These allocations are based on criteria related to the
agency’s overall effectiveness rather than its sectoral focus.

Overall, a significant share of respondents agreed that basic education could benefit from
greater prioritisation in donor organisation (which could be achieved in the ways described
above). It was also recognised that more thinking is needed around managing the
implementation of donor priorities in a way that is supportive of recipient countries’
development agendas.

39 For further discussion of decision-making processes, see the section on donor capacity and organisation.
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5. Donor architecture and financing channels

Key findings:

x Country ownership and harmonisation of aid to basic education have strengthened
considerably in recent years, in part supported by donors such as the EU and initiatives
such as the FTI.

x However, lack of donor coordination and availability of pooling mechanisms and silent
partnerships continues to limit the scale-up of aid to basic education.

x The move towards budget support and multi-sectoral approaches is affecting the
allocation of aid to basic education. It potentially creates greater fiscal space to invest in
education but donors have more limited control over actual spending. The net effect on
education spending is unclear.

X The lack of innovative financing mechanisms in education is constraining the scale-up of
external financing of basic education. FTI has added new dimensions and there are also
unproven proposals such as the Cash on Delivery concept. Many respondents referred
to the success of innovative instruments in the health sector.

X The lack of engagement of the private sector was discussed by a number of respondents
but views differed on the extent and modality of engagement (either in the form of

A number of major changes in the architecture of international aid are affecting external
financing for basic education. Many of these changes have been generated by actions of
donors and partner countries to enhance the effectiveness and delivery of aid in all sectors,
including education. While much progress has been made in terms of increasing country
ownership, harmonising and aligning aid to basic education, a number of respondents in
Phase | and Phase Il of the survey mentioned the aid architecture as a potential constraint to
the scale-up of aid to basic education. Interestingly, the aid architecture was one of the
constraints most frequently mentioned by recipient governments and advocacy groups. In
Mali, it was the second most important factor limiting a scale-up.

5.1 Towards more harmonised and aligned delivery of aid?

The Paris and Accra Declarations call for a more efficient delivery of aid through greater
country ownership and harmonisation of aid resources. This can be done through a
continuum of means and instruments, including better coordination of projects; various forms
of programme-based and sector-wide approaches; pooled funding;*° silent partnerships or
delegated cooperation; and general or sector budget support. The EU has given particular
attention to the effort to improve coordination by developing a joint Code of Conduct for the
delivery of aid in developing countries based on the Paris Declaration. The EU has also
introduced a movement to agree a ‘division of labour’, whereby member states agree to
share expertise across their agencies and to limit the number of sectors and the number of
countries in which they develop bilateral relations. In the education sector specifically, the
FTI has strongly promoted greater harmonisation among donors and stronger alignment
behind a single country-led education sector plan.

Despite these substantial attempts to improve delivery effectiveness, lack of donor
coordination was mentioned as an important limiting factor for the scale-up of aid to
(basic) education, in particular by government officials at the country level. Ministry of
Education staff in Mali pointed out that they had to deal with 15 different donors and funding
agencies. The government welcomed increased coordination and alignment through the

40 Pooled funding (also known as basket funding) refers to a common bank account of a group of donors
following agreed procedures between the recipient country and the donors. Basket funding is used to give direct
support to the line ministry when there is insufficient confidence in the capacity of the line ministry and the Ministry
of Finance to safeguard priorities, ensure adequate funding or manage the funds (ten Have et al., 2008).
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